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Henderson, Dean W., M.S., July 1991 Environmental Studies
A  Political Economy of Middle East Oil: The Gulf Cooperation Council: A  Resource 
Security State for the Regime of International Capital Accumulation (95 pp.)
Director: Bill Chaloupka
This study focused on the political economy of oil in the Middle East region, 
centering on the activities of what I term "the regime of international capital 
accumulation" (R ICA) in relation to the Middle East petroleum industry. More 
specifically I propose the possibility that the Gulf Cooperation Council (GCC)- which 
consists of the nations of Saudi Arabia, Kuwait, the United Arab Emirates, Qatar, 
Bahrain and Oman- is in fact a "regional resource security system" for RICA.
I coin the phrase "resource security state" and define it using four criteria: 1) 
optimal manageability of resources via local elites who rule as a dictatorship or 
monarchy, 2) a willingness on the local regime’s part to allow for the cheap extraction 
of strategic resources, 3) the inclusion of local elites in regional accumulation schemes 
and 4) a willingness by the local regime to use its own military forces or forces of US 
military regional allies for counterinsurgency purposes and a maintenance of high- 
level communications with the US Pentagon either directly or via regional conduits.
The study charts the transformation of the use of resource security states by 
RICA in protecting resources vital to its prosperity, which in the Middle East 
culminated in the Iranian Revolution and other revolutionary events of 1979. These 
events which can be seen as a crisis of capitalism, forced RICA to establish a more 
comprehensive and manageable regional resource security system manifest in the 
formation of the GCC which currently serves to safeguard RICA’s Middle East oil 
interests from potential subversion by nationalists.
Research for this study came from a variety of sources, including numerous 
oil industry journals, alternative and mainstream periodicals, oil company and OPEC 
Annual Reports, Securities & Exchange Commission documents and numerous books 
pertaining to the topic.
One major conclusion of the study was that through the establishment of the 
regional resource security system represented by the GCC, RICA has maintained, and 
possibly enhanced its position of power in the region while the oil-producing nations 
of OPEC have remained largely underdeveloped and fragmented as a collective 
bargaining unit.
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INTRODUCTION
The dependence upon fo s s i l  fu e l  usage in  in d u s tr ie s  ra n g in g  
f r o a  a e ro s p a c e  to  p e tro c h e m ic a ls  to  packaging to  autom obile  
m a n u fa c tu r in g  make cru d e  o il, a rg u a b ly , th e  w o rld ’ s most p r iz e d  raw  
M a te r ia l .  T h is  p r o l i f e r a t io n  o f  f o s s i l  fu e l  usage and i t s  ensu in g  
perm eance th ro u g h o u t th e  d yn am ica lly  in d u s tr ia l iz in g  w orld  economy 
h as  p u t i t -  more th a n  any o th e r  com m odity- a t  th e  v e ry  c e n te r  o f  th e  
p ro c e s s  o f  ra p id  in te r n a t io n a liz a t io n  o f  c a p ita l .
B ut in  th e  th r u s t  tow ards  an in c re a s in g ly  c o m p e titiv e  and more 
g lo b a lly  in te rc o n n e c te d  economy, new c o n fig u ra t io n s  o f  c a p i t a l is t  
accu m u la tio n  became n e c e s s a ry . Many European n a tio n s . South K o rea , 
B ra z i l ,  Taiw an and th e  Jap an ese  h ave  form ed s ta te  m e g a -co rp o ra tio n s  
in  o rd e r  to  compete in te r n a t io n a l ly .  In  th e  US huge p r iv a te  
m u ltin a tio n a l co n g lo m era tes  h ave  s te a d ily  c o n c e n tra te d  t h e i r  m arket 
s h a re s  a t  th e  expense o f  s m a lle r  n o n - in te g r a te d  c o rp o ra tio n s .
The m u lt in a tio n a l c o rp o ra tio n  has become th e  most u s e fu l  
v e h ic le  in  w h at dependency th e o r is t  R ich ard  B a rn e t has  c a lle d  
"managem ent o f  g loba l re s o u rc e  system s." M o b ility , g loba l in fo rm a tio n  
system s and v e r t ic a l  as w e ll as  h o r iz o n ta l in te g ra t io n  o f  g loba l 
o p e ra tio n s  a llo w  them to  tra n s c e n d  s ta te  re g u la to r y  a b i l i t ie s  a t  th e  
expense o f  bo th  la b o r  and th e  e n v iro n m en t.
R e c e n tly , US S e c re ta r y  o f  S ta te  James B aker procla im ed a new  
c o o p e ra tio n  "ru n n in g  from  V an co u ver e a s t  to  V lad ivo s to k ."  
P e r e s tr o ik a  and th e  s h i f t  by th e  E a s t European  n a tio n s  to  
p r iv a t iz a t io n  and m a rk e t-o r ie n te d  econom ies, w ill b r in g  w ith  i t  an
1
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in c re a s e d  dominance o f  th e  w orld  economy by n a tio n s  o f th e  N o rth , 
s in c e  N o rth e rn  f in a n c ie r s  and m u ltin a tio n a ls  a re  p o s itio n e d  much 
b e t t e r  th a n  t h e i r  T h ird  World c o u n te rp a r ts  to  supply th e  a il in g  
in f r a s t r u c t u r e s  o f  th e  S o v ie t  Union and E a s t Europe w ith  needed  
te c h n o lo g ic a l and c a p ita l  in v e s tm e n ts .
In  th is  c o n te x t i t  is  c r u c ia l to  c r i t ic a l ly  d e c o n s tru c t th e  
w illin g n e s s  o f  m u lt in a tio n a l c o rp o ra tio n s  and t h e i r  f in a n c ie rs  to  
in c lu d e  re g io n a l re s o u rc e  "m anagers" in  accu m u la tion  schemes as a 
s tra te g y  f o r  s a fe g u a rd in g  in te r n a t io n a l  c a p ita l .  T h ese  T h ird  World
c a p ita l is ts  te n d  to  r e p r e s e n t  old o lig a rc h ic a l fa m ilie s  and c o n tro l  
lo c a l m il i ta ry  fo r c e s , which s e rv e  as a c o u n te r - in s u rg e n c y  p ro x ie s  
in  th e  s a fe g u a rd in g  o f  in te r n a t io n a l  and lo c a l c a p ita l  in te r e s ts .
S ince i t s  in c e p tio n  in  1960, th e  O rg a n iza tio n  o f  P etro leum  
E x p o rtin g  C o u n tr ie s  <OPEC) has  been a h in d ra n c e  to  c a p ita l  
accu m u la tio n  in  th e  o il in d u s try . Though i t s  e f fe c t iv e n e s s  in  
a c h ie v in g  a f a i r  p r ic e  f o r  o il h a s — excep t f o r  a few  sh in in g  
moments— been r a t h e r  lim ite d , i t s  v e ry  e x is te n c e  as a v ia b le  
p ro d u c e r  c a r t e l  has  s e rv e d  as an example f o r  o th e r  T h ird  World 
commodity p ro d u c ers  who must fa c e  th e  same c a p ita l is ts  when 
o f f e r in g  t h e i r  r e s p e c t iv e  comm odities in  th e  w orld  m arke tp lace .
I f  o il is  th e  most im p o rta n t o f  com m odities, th e n  OPEC h as , 
a rg u a b ly , become th e  most p o w e rfu l p ro d u c e r c a r te l .  I t  h a s , 
t h e r e f o r e ,  been n e c e s s a ry  f o r  th e  "regim e o f  in te r n a t io n a l c a p ita l  
accu m u la tio n " (RICA) to  d e v is e  new methods o f  c a p ita l  accu m u lation  in  
th e  o il in d u s tr y . My c o n te n tio n  is  th a t  th e y  h ave  accom plished th is  
la r g e ly  by in c lu d in g  th e  r u lin g  fa m ilie s  o f  th e  G u lf  C o o p e ra tio n
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C o u n c il (GCC) in  RICA accu m u la tio n  schem es. In  doing so, RICA has  
s u c c e s s fu lly  d r iv e n  a wedge betw een  th e  b a n k e r c o u n tr ie s  o f  OPEC 
(S aud i A ra b ia , K uw ait, U n ite d  A rab  E m ira te s , Q a ta r , and to  a le s s e r  
d e g re e  B a h ra in  who a r e  a l l  members o f  th e  GCC) and OPEC's 
In d u s t r ia l iz in g  n a tio n s  (In d o n e s ia , I r a n ,  Ir a q , V e n e zu e la , N ig e r ia , 
Gabon, L ib y a  and A lg e r ia ) . T h is  fra g m e n ta tio n  o f  OPEC has had th e  
e f f e c t  o f  re d u c in g  t h e i r  c o lle c t iv e  b a rg a in in g  pow er v is - a - v is  th e  
consum er N o rth  n a tio n s .
The GCC "banker" OPEC n a tio n s  o f S audi A ra b ia , K uw ait, U n ite d  
A rab  E m ira te s , Q a ta r , and to  a le s s e r  d e g re e , B a h ra in  and Oman h ave  
v a s t  r e s e r v e s , sm all p o p u la tio n s  and m onarch ica l governm ents . Thus  
t h e i r  in t e r e s t s  a re  v e ry  d i f f e r e n t  from  th e  " in d u s tr ia liz in g "  
n a tio n s  o f  OPEC, which a re  c h a r a c te r iz e d  by sm all p o p u la tio n s  and  
r e la t iv e ly  sm all c ru d e  r e s e r v e s . I f  th e s e  in d u s tr ia l iz in g  n a tio n s  
a re  to  pay back t h e i r  h e a v y  in te r n a t io n a l  d eb ts  w h ile  a t  th e  same 
tim e a tte m p tin g  to  b u ild  t h e i r  own in f r a s t r u c t u r e ,  i t  is  im p e ra tiv e  
th a t  th e y  g e t a h igh  p r ic e  f o r  t h e i r  dw ind ling  r e s e r v e s  o f c ru d e  o il.
U sing  a n e o -M a rx ia n  a n a ly s is , I  w ill  a tte m p t to  in t e r p r e t  a key  
f e a tu r e  o f  th e  p r e s e n t  p o l i t ic a l  economy o f  M iddle E a s te rn  o il by 
i l lu s t r a t in g  th e  ro le  o f  th e  r u lin g  fa m ilie s  o f  th e  GCC as a re g io n a l  
re s o u rc e  (o il)  s e c u r ity  system  f o r  RICA. F o r  decades, RICA has  
u t i l iz e d  in d iv id u a l re s o u rc e  s e c u r ity  s ta te s  to  s a fe g u a rd  s t r a te g ic  
re s o u rc e s  w h e re v e r  th e y  o ccu r. B ut th e  Ir a n ia n  R ev o lu tio n  and  
o th e r  d e s ta b il iz in g  e v e n ts  o f  1979 fo rc e d  RICA to  abandon th is  
s in g le  s ta te  approach in  f a v o r  o f  th e  e s ta b lis h m e n t o f  a re g io n a l  
re s o u rc e  s e c u r ity  system  in  th e  P e rs ia n  G u lf  re g io n  f o r  th e  purpose
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o f  p e rp e tu a t in g  th e  n e o -c o lo n ia l e x tra c t io n  o f o il f o r  u te  a t  th e  
p rim a ry  com ponent n e c e s s a ry  f o r  c a p i t a l is t  in d u s tr ia l iz a t io n  
th ro u g h o u t th e  w orld . I t  is  my c o n te n tio n  t h a t  th e  fo rm a tio n  o f  th e  
GCC c o n s t itu te s  such an a rra n g e m e n t.
Ir a n  and S aud i A ra b ia , long th e  predom in an t OPEC powers had  
been in te g r a l  to  th e  "tw in  p i l la r s "  p o lic y  p u t fo r t h  in  Nixon*s 1969 
Guam D o c tr in e * . B ut th e  u n exp ected  Ir a n ia n  R evo lu tio n  fo rc e d  US 
fo re ig n  p o lic y  in to  a com plete em brace o f  Saudi in te r e s ts .  Th is  
combined w ith  th e  p u llo u t o f  th e  B r i t is h  e a s t  o f  th e  Suez in  1981 
n e c e s s ita te d  th e  c r e a t io n  o f  th e  G u lf  C o o p era tio n  C ouncil t h a t  same 
y e a r . Launched  a t  th e  u rg in g  o f  th e  US and Saudi A ra b ia , th e  G u lf  
C o o p era tio n  C ouncil in c lu d e s  Saudi A ra b ia , K uw ait, th e  U n ite d  A rab  
E m ira te s , Q a ta r , B a h ra in  and Oman.
C h a p te r  1 d e s c rib e s  and re v ie w s  v a r io u s  c o n c e p tu a liz a tio n s  o f  
th e  e v o lu tio n  o f  RICA, d is c u s s in g  s t r a te g ie s  which RICA has employed  
to  m a in ta in  i t s  p o s it io n  o f  pow er in  th e  M iddle E a s te rn  o il in d u s try .  
D raw ing from  th e  r e s e a rc h  o f  s c h o la rs  such as Jerem y B re c h e r , 
R ich ard  B a rn e t, James O’C onnor, John B la ir ,  H o lly  S k la r , A nthony  
Sampson, James Ridgeway and o th e rs , I  w ill  re v ie w  and compare th e  
fo llo w in g  RICA s t r a te g ie s :  1) th e  m an ip u la tio n  o f  la b o r , 2)
m an ip u la tio n  o f  p ro d u c tio n  c e n te rs ,  3) v e r t ic a l  in te g ra t io n  
(dow nstream  in v e s tm e n t in  th e  o il in d u s try )  and 4) c o n c e n tra tio n  o f  
w e a lth . As each o f  th e s e  a p p ro ach es  r e p r e s e n t  b u ild in g  blocks in  
u n d e rs ta n d in g  th e  p o l i t ic a l  economy o f  M iddle E a s te rn  o il ,  th e y
’C houd hry , R a j. The G u lf:  Scram ble f o r  S e c u r itv . Sre e d h a r . D e h li. 1983. 
p .8 5 .
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t h e r e f o r e  add to , r a t h e r  th a n  d e t r a c t  fro m , my en su in g  argum ent.
In  C h a p te r  2 , I  fo c u s  my argum ent on a s p e c if ic  s t ra te g y  which  
RICA h a s  employed to  in s u re  c o n tin u e d  access  to  cheap s t r a te g ic  
re s o u rc e s *  th e  management o f  in te r n a t io n a l  c a p ita l  re s o u rc e s  v ia  
re s o u rc e  s e c u r ity  s ta te s .  1 w ill d e f in e  th e  p h ra s e  " re s o u rc e  
s e c u r ity  s ta te "  us in g  th e  fo llo w in g  fo u r  c r i t e r ia *  1) th e  s ta te  must 
be h ig h ly  m anageab le— u s u a lly  accom plished by enco u rag in g  a 
m onarchy o r  d ic ta to r s h ip  o f  e l i t e  r u le ,  2 ) th e  s ta te  must be w illin g  
to  a llo w  t r a n s n a t io n a l access  to  a cheap  supply o f  s t r a te g ic  raw  
m a te r ia ls , 3) th e  schema o f  accu m u la tion  must in c lu d e  lo c a l 
c a p ita l is ts ,  so as  to  e n s u re  t h e i r  lo y a lty  to  th e  reg im e, and 4) th e  
lo c a l m ili ta ry  must be w illin g  to  c a r r y  ou t co u n te i— in s u rg e n c y  
e f f o r t s  on b e h a lf  o f  lo c a l and in te r n a t io n a l  c a p ita l  in t e r e s t s ,  
m a in ta in in g  t ie s  to  th e  US P entagon  e i t h e r  d i r e c t ly  o f  v ia  US 
m ilita r y  gendarm es ( i.e . Is r a e l ,  E gypt, P a k is ta n , Taiw an).
T h is  phenomenon o ccurs  on a g lobal s c a le  w h e re v e r  c o u n tr ie s  
c o n ta in  s t r a te g ic  re s o u rc e s  which RICA is  d ep en d en t upon f o r  
c o n tin u e d  p ro s p e r ity .  I  c i te  bo th  South  A f r ic a  and Z a ire  as examples  
o f  re s o u rc e  s e c u r ity  s ta te s .
C h a p te r  3 p re s e n ts  a c a s e  s tu d y  o f  Ir a n  from  1951-1978 as a 
re s o u rc e  s e c u r ity  s ta te  f o r  RICA in  th e  P e rs ia n  G u lf  re g io n . D uring  
th is  tim e Ir a n  c o n t in u a lly  underm ined th e  c o lle c t iv e  b a rg a in in g  
pow er o f  OPEC and c a p itu la te d  to  th e  needs o f  RICA. B ut th e  1 9 7 8 -  
7 9  Ir a n ia n  R ev o lu tio n  was on ly one m a n ife s ta t io n  o f  a r is in g  t id e  o f  
A rab  n a tio n a lis m  peaked in  1979, and which re p re s e n te d  a g ra v e
d a n g e r  to  th e  s u r v iv a l o f  th e  n e o -c o lo n ia l is t  e x tra c t io n  o f  o il in
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th »  P e rs ia n  G u lf  re g io n . I  w i ll  i l l u s t r a t e  how th is  w a te rs h e d  y e a r  
f o r  o f  A rab  n a tio n a lis m  r e p re s e n te d  a c r is is  s itu a t io n  f o r  RICA and  
n e c e s s ita te d  th e  fo rm a tio n  o f  th e  G u lf  C o o p era tio n  C ouncil which  
was to  f i l l  th e  void  which th e  Shah o f  Ir a n  had sudden ly v a c a te d  and  
which th e  S aud is  th e m s e lve s  cou ld  n o t f i l l .  The fo rm a tio n  o f  th e  
GCC r e p re s e n te d  an a tte m p t by RICA to  e s ta b lis h  a more 
com prehens ive  re g io n a l re s o u rc e  s e c u r itv  system  f o r  th e  purpose o f  
s a fe g u a rd in g  RICA^s o il in t e r e s t s  in  th e  P e rs ia n  G u lf  re g io n .
C h a p te r  4 th e n  a p p lie s  th e  d e f in i t io n  o f  re s o u rc e  s e c u r ity  
s ta te  to  th e  tra n s fo rm e d  re g io n a l re s o u rc e  s e c u r ity  system  which  
th e  GCC r e p r e s e n ts . In  d e f in in g  th e  G u lf  C o o p era tio n  C ouncil as a 
re g io n a l re s o u rc e  s e c u r ity  system  I  t e s t  th e  a p p lic a b il ity  o f  th e  
fo u r  c r i t e r i a  s e t  f o r t h  in  C h a p te r  2 to  th e  GCC. A b r ie f  h is to ry  o f  
th e  re g io n  is  fo llo w e d  by a look a t  th e  m onarchies which ru le  each  
c o u n try . The sm all p o p u la tio n  o f  th e  re g io n  and th e  r e s u lta n t  im port 
o f  la b o re rs  from  d e v e lo p in g  c o u n tr ie s  is  a ls o  d isc u s s e d  as  
conducive  to  th e  m a n a g e a b ility  o f  th e  GCC.
T h e ir  has been a w illin g n e s s  o f  th e  GCC to  s e l l  i t s  o il to  
t r a n s n a t io n a ls  c h e a p ly . I  w ill  c i te  v a rio u s  re a s o n s  f o r  th is  
w illin g n e s s , in c lu d in g  in v e s tm e n ts  by m u lt in a tio n a l c o rp o ra tio n s  in  
th e  re g io n , th e  s h e e r  q u a n t ity  o f  th e  GCC r e s e r v e s  and th e  f e a r  by 
th e  s h e iks  t h a t  h igh p r ic e d  o il would cau se  W estern  n a tio n s  to  
sw itch  to  th e  use o f  a l t e r n a t iv e  fu e ls .  I  w ill a ls o  show th e  
e n ta n g le m e n t o f  m u lt in a tio n a ls  w ith in  th e  GCC n a tio n s , fo c u s in g  on 
ARAMCO (A ra b ia n -A m e ric a n  O il Company) in  Saudi A ra b ia .
N ex t I  w ill  i l l u s t r a t e  th e  in c lu s io n  o f  th e  GCC e l i t e s .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
7
p a r t ic u la r ly  th o s e  in  S aud i A ra b ia  and th e  K uw ait, in  th e  
accu m u la tio n  schema o f  c a p ita l  d e r iv e d  from  o il,  c it in g  th e  b ill io n s  
which th e s e  e l i t e s  h a v e  in v e s t in g  in  propping  up W estern  banks and  
c o rp o ra t io n s , and in  f in a n c in g  c o u n te r—r e v o lu t io n a ry  a c t iv i t ie s  on a 
g lo b a l s c a le .
F in a l ly ,  I  w ill  sk e tc h  th e  c lo s e  t ie s  betw een  th e  GCC, re g io n a l 
US m ili ta r y  gendarm es— p r im a r ily  E gypt and P a k is ta n — and th e  
P entagon  i t s e l f .  I  w ill ta lk  ab o u t th e  arms f o r  o il qu id pro  quo which  
th e  US and B r i ta in  h a v e  en couraged  and d isc u ss  s p e c if ic  s e c u r ity  
a rra n g e m e n ts  and arms p ro cu rem en t program s t h a t  e x is t  betw een th e  
GCC n a tio n s  and th e  P en tag o n .
C h a p te r  5 d e p ic ts  th e  G u lf  War as a power p la y  by th e  U n ite d  
S ta te s  to  r e a s s e r t  hegemony m il i t a r i ly ,  econom ically  and p o lit ic a l ly  
in  th e  G u lf  re g io n  and in  th e  w orld . When push came to  shove th e  GCC 
re g io n a l re s o u rc e  s e c u r ity  system  gave way to  d ir e c t  US m ili ta ry  
in te r v e n t io n . I  w ill  p u t f o r t h  two p rim a ry  e x p la n a tio n s  f o r  th is .  
F i r s t ,  in d u s tr ie s  which th e  US s t i l l  dom inates in  th e  g lobal economy 
(d e fe n s e , h eav y  c o n s tru c tio n  and o il)  h a v e  b e n e f i t te d  from  th e  w ar, 
w h ile  th e  GCC n a tio n s , whose ru lin g  fa m ilie s  had become fo rm id a b le  
p la y e rs  in  RICA, in c u r re d  in c re d ib le  f in a n c ia l  c o s ts . T h is  
e f f e c t i v e ly  a llo w ed  th e  US to  c o r r e c t  i t s  huge b a lan ce  o f  t ra d e  
d e f ic i t  w ith  th e  GCC, both  th ro u g h  th e  s a le  o f  arms p r io r  to  th e  w ar, 
th e  fu n d in g  o f  US m ili ta ry  c o s ts  d u rin g  th e  w ar and th e  
r e c o n s tru c t io n  e f f o r t s  now un derw ay . The w ar a ls o  a llo w ed  th e  US 
to  r e a s s e r t  i t s e l f  v is - a v is  Japan  and W estern  Europe in  th e  g loba l 
economy, by pumping up th r e e  in d u s tr ie s  which th e  US c le a r ly
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d o m in ates , w h ile  a t  th e  la e e  tim e f i l l i n g  US T re a s u ry  c o f f e r s  w ith  
s u rp lu s  a l l ie d  " c o n tr ib u tio n s ."
Second, by fo rc in g  th e  A rab  w orld  to  e f f e c t i v e ly  ta k e  s id e s , 
th e  G u lf  W ar p ro v id e d  f o r  th e  id e n t i f ic a t io n  and su b seq u en t 
a n n ih ila t io n  o f  r a d ic a l  n a t io n a lis ts  th ro u g h o u t th e  re g io n . Most 
s ig n if ic a n t ly  i t  h as  p aved  th e  way f o r  th e  d e v a s ta t io n  o f  r a d ic a l  
P a le s t in ia n s , who h a v e  long been a th o rn  in  th e  s ide  o f  RICA and US 
hegemony in  th e  re g io n , th e  l a t t e r  o f  which has been most commonly 
e x e rc is e d  th ro u g h  th e  s ta te  o f  Is r a e l .
In  a d d it io n , Ir a q ,  which had h is to r ic a l ly  r e s is te d  W estern  
im p eria lism  more th a n  any  c o u n try  in  th e  re g io n , and which was a 
h ig h ly  in d u s tr ia l iz e d  and p o w e rfu l re g io n a l p la y e r  cap ab le  o f  
m ounting a fo rm id a b le  c h a lle n g e  to  th e  RICA's GCC c l ie n ts ,  was 
bombed back to  th e  S ton e Age. T h e re  is  some in d ic a tio n  th a t  th e  v a s t  
Rum aila o i l f ie ld  o f  s o u th e rn  Ir a q ,  second in  s ize  on ly to  th e  Saudi 
A ra b ia n  G haw ar f ie ld  and n a t io n a liz e d  s in ce  1972, may end up back  
u n d e r th e  d ir e c t  c o n tro l o f  th e  in te r n a t io n a l  o il com panies.
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CHAPTER 1
Regime o f  In te r n a t io n a l  C a p ita l A ccum ulation
"W hoever c o n tro l»  th e  w o rld '#  re s o u rc e » , w ie lds  th e  kind o f c o n tro l  
which th e  mere o ccupatio n  o f  t e r r i t o r y  can n o t match"
-R ic h a rd  B a rn e t
"As long as p o o r c o u n tr ie s  a re  d ep en d en t on t ra n s n a t io n a ls  to  re a c h  
m arkets  ab ro ad , th e r e  is  l i t t l e  m eaning to  t h e i r  s o v e re ig n ty  o v e r  
n a tu r a l  re s o u rc e s ."
-Jam es Ridgeway
"You've got to  u n d e rs ta n d  t h a t  f o r  th e  most p a r t  th e s e  commodity 
gm arkets  a re  m an ip u la ted . The o il m arket is  n o t a f r e e  m arket. O il 
company o f f ic ia ls  b r ib e  o f f ic ia ls  in  Saudi A ra b ia . They only g e t in to  
th e  m arket f o r  a f ix ."
-G e o rg e  P e r k /O il t r a d e r
"We know more in  p u b lic  ab o u t th e  CIA and th e  NSA th a n  is  known about 
th e  in te r n a l  w orkings o f  S ta n d a rd  O il.
-R a lp h  N ad e r d u rin g  te s tim o n y  b e fo re  th e  US S e n a te
The regim e o f  in te r n a t io n a l  c a p ita l  accu m u lation  (RICA) can  
b e s t  be d e f in e d  as a group o f  f in a n c ia l  in s t i tu t io n s ,  c o rp o ra tio n s  
and e x tre m e ly  w e a lth y  in d iv id u a ls  re s id in g  in  p red o m in an tly  
N o rth e rn  n a tio n s , b u t p re s e n t  in  many d i f f e r e n t  c o u n tr ie s , who 
u t i l iz e  e x is t in g  f in a n c ia l  and p o li t ic a l  pow er to  produce a d d it io n a l  
c a p ita l  and r e ta in  t h e i r  r e s p e c t iv e  p o s itio n s  o f  p o l i t ic a l  and  
econom ic pow er v is - a - v i s  th e  w orld  economy.
RICA d e r iv e s  from  two c e n t r a l  com ponents. The p h ra s e  "regim e  
o f  accu m u la tio n " s p rin g s  from  a school o f  th o u g h t known as th e  
re g u la t io n  school, in c lu d in g  w r ite r s  such as A g lie t ta  (1979), L ip ie tz  
(1986) and B o yer (1986). L ip ie tz  d e f in e d  a mode o f re g u la t io n  as  
" in te r io r iz e d  ru le s  and s o c ia l p ro c e s s e s  o f  a schema o f
9
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re p ro d u c tio n  which must fu n c t io n  to  b a la n c e , and th u s  s ta b il iz e , th e  
p ro d u c tio n  o f  a regim e o f  accum ulation ."*
The second com ponent o f  RICA ta k e s  in to  acco unt i t s  
in te r n a t io n a l  q u a l i t ie s .  The in c re a s in g ly  a n a t io n a l n a tu re  o f  
m u ltin a tio n a l c o rp o ra tio n s  and f in a n c e  caused  by such phenomena as  
in c re a s e d  m o b ility , s t a t e - o f - t h e - a r t  com m unications c a p a b il it ie s  
and a  g e n e ra l r e la x a t io n  o f  t r a d e  b a r r ie r s  has le d  to  th e  r is e  o f  a 
g loba l economy. Thus, w h ile  borrow ing  from  th e  language o f  th e  
r e g u la t io n is ts ,  i t  is  im p e ra tiv e  to  re c o n c ile  a d e f in i t io n  o f  a 
somewhat nebu lous RICA w ith  th e  ra p id ly  a c c e le ra te d  p ro cess  o f  th e  
in te r n a t io n a l iz a t io n  o f  c a p ita l .
My d isc u s s io n  fo c u s e s  on RICA’ s ro le  in  th e  p o li t ic a l  economy 
o f M iddle E a s te rn  o il th ro u g h  th e  e s ta b lis h m e n t o f  a h ie ra rc h y  o f  
c o n tro l e x e r te d  th ro u g h  re s o u rc e  s e c u r ity  s ta te s  and, f in a l ly ,  
th ro u g h  th e  fo rm a tio n  o f  th e  G u lf  C o o p era tio n  C ouncil (GCC) as a 
r e g io n a l re s o u rc e  s e c u r ity  system .
B ut i t  is  f i r s t  im p o rta n t to  d iscu ss  fo u r  o th e r  components o f  
RICA which s ta n d  in d e p e n d e n tly , y e t  s e rv e  th e  fu n c tio n  o f  a llo w in g  
th e  r e a d e r  to  more f u l ly  c o m p re h e n d s tra te g ie s  employed by RICA to  
enhance i t s  p o s it io n  o f  pow er. T h ese  fo u r  s t ra te g ie s  in c lu d e  th e  
m an ip u la tio n  o f  la b o r , th e  m an ip u la tio n  o f  p ro d u c tio n , downstream  
in v e s tm e n t and c o n c e n tra t io n  o f  pow er v ia  both  v e r t ic a l  and  
h o r iz o n ta l in te g r a t io n .
“B a r n e t , R ich ard . "A R e p o r te r  a t  L a rg e * The World’ s R esources", The New 
Y o rk e r . P a r ts  I - I I I .  p .l2 7 .
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L a b o r
fi p r im a ry  component o f  RICfi»» c o n tro l s t r a te g y  w ith in  th e  o il 
in d u s try  is  th e  m an ip u la tio n  o f  la b o r  re s o u rc e s . The flo w  o f  human 
re s o u rc e s  ( i .e . la b o r) is  managed much lik e  any  o th e r  re s o u rc e  
system , as  R ic h a rd  B a rn e t h as  a rg u e d . The m ain tenance o f  a cheap  
la b o r  fo rc e  in  th e  o i l f ie ld s  s e rv e s  to  minimize th e  p ro d u c tio n  c o s ts  
o f  RICfi and is  t h e r e fo r e  param ount to  i t s  success and su b seq u en t 
expans ion . On th e  h e e ls  o f  th e  f ira b  o il embargo o f  1973, th e
m ajor o il com panies began a c t iv e ly  d isc o u ra g in g  en e rg y  a l t e r n a t iv e s  
and moving o p e ra tio n s  to  th e  Middle E a s t. fiRCO and o th e r  com panies  
began b u ying  up s o la r  f irm s , th e n  su p p re s s in g  governm ent su b s id ies  
in  o rd e r  to  make s o la r  pow er a p p e a r le s s  c o s t - e f f e c t iv e * .  More 
im p o rta n tly , th e  m ajors began capping s t i l l  p ro d u c tiv e  w e lls  in  Texas  
and L o u is ia n a . D o m e s tic a lly , 3 0 0  b ill io n  b a r r e ls  o f  o il rem ains in  
w e lls  a lre a d y  d r i l le d ,  18 ,000 o f  which a r e  abandoned each y e a r , most 
a f t e r  on ly o n e - th ir d  o f  th e  o il has been pumped. US p ro d u ctio n  o f  
c ru d e  is  a t  i t s  lo w e s t le v e l  s in ce  1 9 6 4 1 Though o il in d u s try  
spokesmen h ave  s a id  t h a t  th e  US cou ld  now in c re a s e  p ro d u c tio n  by 
3 5 5 ,0 0 0  b a r r e ls /d a y  w ith o u t even  d r i l l in g  any new w e lls , th e  
in te r n a t io n a l  com panies opted  to  r e lo c a te  p ro d u c tio n  to  p r im a r ily  
th e  M iddle E a s t , a move t h a t ,  a c co rd in g  to  th e  Los fin o e les  Tim es. 
l e f t  3 0 0 ,0 0 0  fim erican  o il w o rkers  ou t o f  work*.
• B la ir ,  John. The C o n tro l o f  O il. Pan th eo n  Books. New York. 1976. p.217.
♦Sampson, fin th o n y . The Seven S is te r s :  The G re a t O il Companies and th e  
World Th ey Made. Vik in o  P re s s . New York. 1975. p .l0 9 .
•"O il Company is  H e a r t  o f  C o n fro n ta t io n " , Los fin o e les  Times. Decem ber 16, 
1990 . p .C -5 .
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O n* o f  t h *  p rim a ry  re a s o n s  f o r  th e  o il in d u s try 's  exodus f r o a  
th e  US and su b seq u en t re lo c a t io n  to  th e  P e rs ia n  G u lf  reg io n  was th e  
abundance o f  cheap  la b o r  in  th e  G u lf  re g io n . In  1981, im m ediate ly  
a f t e r  th e  fo rm a tio n  o f  th e  G u lf  C o o p era tio n  C ounc il, th e  six  GCC 
n a tio n s  o f  S aud i A ra b ia , K u w a it, B a h ra in , Q a ta r , Oman and th e  U n ite d  
A rab  E m ira tes  s ig n ed  a P ro d u c tio n  A greem ent.
T h is  P ro d u ctio n  A greem ent was ta n ta m o u n t to  th e  developm ent 
o f  a f r e e  t ra d e  zone. B ecause i t  a llow ed  f o r  a f r e e  flo w  o f  la b o r  
betw een  s ta te s ,  th e  ag reem en t su p p re ssed  th e  re g io n 's  la b o r  c o s ts ,  
g u a ra n te e in g  th e  a b i l i t y  o f  RICA to  im port cheap  la b o r  from  poor  
n a tio n s  bo th  w ith in  and o u ts id e  o f  th e  G u lf  re g io n . As th e  Max 
P lanck In s t i t u t e  o f  W est Germany p o in ts  o u t, th e s e  " f r e e  p ro d u c tio n  
zones" g e n e ra lly  a ls o  f e a tu r e  "no r ig h t  to  s tr ik e "  c la u s e s , ta x  
h o lid a y s  f o r  W es te rn  m u lt in a tio n a ls , im port exem ptions on m ach inery , 
e tc .*
In  exam ining th e  e f f e c t s  o f  f r e e  t ra d e  forum s such as GATT, 
th e  U ru g u ayan  Round and th e  U S-M exico F re e  T rad e  A greem ent on 
la b o r  (m a n ife s te d  th ro u g h  th e  e s ta b lis h m e n t o f  M aqu iladora  sw eat 
shops ju s t  sou th  o f  th e  US/M exico b o rd e r), Jerem y B re c h e r  a rg u e s  
t h a t  th e  on ly re c o u rs e  f o r  th e  g loba l w orking c la s s  to  p re v e n t  th e  
w h at he c a lls  a "m a q u ila d o riza tio n  o f  th e  in te r n a t io n a l  la b o r  pool" is  
to  s tre n g th e n  th e  c o lle c t iv e  b a rg a in in g  pow er o f  la b o r  un ions  
th ro u g h  in te r n a t io n a l  co o p era tio n ^ .
*B a rn e t , R ich ard . "A R e p o r te r  a t  L a rg e : The W orld’ s R esources", The New 
Yorker. Pa r ts  I - I I I .  p.21.
’ Rothbowman, S h e ila . "P o s t-F o rd ism ", Z M agazine . S eptem ber 1990. p .32 .
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much t h *  same way t h a t  C a l i fo r n ia 's  v e g e ta b le  fa rm s im port 
M exican w o rkers  to  p ro v id e  ch eap  la b o r  in  t h e i r  f ie ld s ,  th e  G u lf
S ta te s  im port A s ian  la b o re rs  to  p ro v id e  cheap la b o r  in  th e  o il p a tc h . 
T h is  im p o rta tio n  o f  la b o r  s e rv e s  to  n e u tr a l iz e  p o te n t ia l  w orking  
c la s s  d is c o n te n t among th e  dom estic  S h i 'i te  p o p u la tio n s .
As a  commodity, la b o r  is  k e p t u n d erd eve lo p ed  and th u s  cheap . 
F o r exam ple, s ix ty  p e rc e n t  o f  M iddle E a s te rn  o il w orkers  a re  
i l l i t e r a t e * .  F o re ig n  w o rkers  a re  n o t a llo w ed  to  jo in  e x is t in g  la b o r  
unions and h a v e  l i t t l e  in t e r e s t  in  a f f e c t in g  th e  in te r n a l  p o li t ic a l  
s t r u c tu r e  o f  t h e i r  h o s t c o u n tr ie s . Most simply s tru g g le  to  make 
enough money to  send back to  t h e i r  home c o u n tr ie s .
M e ch an iza tio n
M e c h a n iza tio n  has  ta k e n  i t s  t o l l  on th e  im portance  o f  th e  la b o r  
re s o u rc e  to  RICA in  many s ig n if ic a n t  in d u s tr ie s . In fo rm a tio n  on th e  
num ber o f  la b o re rs  l e f t  unem ployed by m ech an ization  in  th e  o il 
in d u s try  is  s c a n t. T h ro u g h o u t th e  M iddle E a s t, ho w ever, th e  o il 
in d u s try  employs fe w e r  peop le  th a n  does a g r ic u ltu r e ,  as is  th e  case  
in  S aud i A ra b ia , which e a rn s  90% o f  i t s  b ill io n s  in  e x p o r t-re v e n u e s  
from  o il* . In  V e n e zu e la , whose economy is  a ls o  90% dependent on o il 
e x p o rts , th e  o il in d u s try  employs on ly  2% o f  th e  people
•H u re w itz , J.C . Diplom acy in  th e  N e a r  and M iddle E a s t: A D ocum entary  
Record: 1914-1956 . D. Van N o s tra n d  Company, In c . P r in c e to n . 1956. p .329 .
•K u b u rs i, A t i f  A. O il, In d u s t r ia l iz a t io n  and D evelopm ent in th e  A rab G u lf  
S ta te s .  Croom Helm. K e n t, E ng land. 1984. p .3 7 .
‘••'The Road to  OPEC: U.S. R e la tio n s  w ith  V e n e zu e la , 1919-1976. U n iv e r s ity  
o f  Texas  P re s s , A u s tin . 1982. p .37 .
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Downstream  in v e s tm e n t, which in  o il in d u s try  ja rg o n  r e f e r s  to  
in v e s tm e n t away from  th e  a c tu a l w e ll-h e a d , has th e  e f f e c t  o f  
p r o l i f  e r a t in g  c a p ita l  in te n s iv e  m a n u fa c tu r in g  schemes, which  
d im in ish  th e  need  f o r  th e  la b o r  re s o u rc e . Once a p ip e lin e  is  
c o n s tru c te d , f o r  exam ple, th e r e  is  le s s  need to  h ir e  tru c k  d r iv e r s ,  
b a rg e  o p e ra to rs  o r  f r e ig h t  h a n d le rs  to  move p etro leum  p ro d u cts  to  
d i f f e r e n t  lo c a tio n s . And as downstream  r e f in in g  and p e tro ch em ic a l 
m a n u fa c tu r in g  p ro c e s se s  become more te c h n o lo g ic a lly  advanced, th e  
need f o r  th e  la b o r  re s o u rc e  w ill on ly  f u r t h e r  d im in ish . Even as th e  
need f o r  cheap  la b o r  d e c lin e s  w ith  each te c h n o lo g ic a l b re a k th ro u g h , 
th e  n e c e s s ity  o f  a cheap  la b o r  fo rc e  s t i l l  m o tiv a te s  RICA. While 
cheap  la b o r  is  one component in  RICA’ s o v e ra ll  accum ulation  
s t r a te g y ,  i t  is  n o t th e  d e te rm in a n t fa c to r .  S t i l l ,  as long as cheap  
M iddle E a s te rn  la b o r  abounds, th e  m ajor in te r n a t io n a l o il companies  
a r e  l ik e ly  to  c o n tin u e  to  make th e  re g io n  t h e i r  most s ig n if ic a n t  base  
o f  o p e ra tio n s . I f  th e  p o l i t ic a l  c lim a te  in  th e  reg io n  becomes 
in to le r a b le ,  th e  com panies can s h i f t  p ro d u c tio n  back to  th e  US, which 
s t i l l  has 9X o f  th e  w o rld ’ s known r e s e r v e s  o f o il**.
P ro d u ctio n
T h is  le a d s  us to  a second component o f  RICA’ s c o n tro l  
s t r a t e g y — and one c lo s e ly  co n n ec te d  to  la b o r— th e  m an ipu la tion  o f  
p ro d u c tio n . The f i r s t  a tte m p ts  by th e  RICA to  c o n tro l p ro d u ctio n  and  
l im it  co m p etitio n  can  be t r a c e d  back to  1928 when S ir  John Cadman o f  
B r i t is h  p e tro le u m  in v ite d  W a lte r  T e a g le  o f  Exxon, S ir  H e n ri D e te rd in g
’ ’ B la ir ,  John. The C o n tro l o f  O il. P an th eo n  Books. New York. 1976. p .l2 8 .
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S h e ll, and W illiam  M ellon o f  G u lf  to  h i»  c a s t le  a t  A c h n a c a rry , 
S c o tla n d
T h e re  th e  fo u r  e x e c u tiv e s  a g re e d  to  a s e r ie s  o f  co n d itio n s  
which e f f e c t i v e ly  d iv id e d  up th e  w o rld 's  o il supply and m arkets . The 
A c h n a c a rry  A greem ent became known by o il in d u s try  in s id e rs  as th e  
"As Is "  ag reem en t b ecau se  i t  prom oted m a in ta in in g  th e  s ta tu s  quo by 
m a in ta in in g  c u r r e n t  m arket s h a re s , s h a rin g  e x is t in g  f a c i l i t i e s  and  
p re v e n tin g  o v e rs u p p ly '*  (see  Appendix I).
A more r e c e n t  m a n ip u la tio n  o f  p ro d u c tio n  by RICA can be seen  
in  th e  upsurge in  o il im ports  from  non-OPEC n a tio n s  o f la t e .  L a s t  
y e a r ,  Exxon o b ta in e d  29% o f  i t s  US-bound crude from  Angola, 16% from  
Oman and a n o th e r  16% from  Columbia. S h e ll p u rch as ed  19% o f  i t s  U S - 
bound c ru d e  from  Mexico and 17% from  Yemen. C hevron a ls o  bought 
26% o f  i t s  U S-bound c ru d e  from  Mexico. None o f  th e s e  fo u r  
c o u n tr ie s  a re  OPEC m embers'* (see  Appendix I I ) .
In  a re c e n t  s tu d y  th e  A m erican P etro leu m  In s t i t u t e  s ta te d  th a t  
non-OPEC p ro d u c tio n  grow th  s in ce  1960 has  eroded  OPEC m arket 
in f lu e n c e . A t f i r s t  g lan ce  th is  would a p p e a r to  be a move away from  
c o n tro l o f  th e  m ajor so u rce s  o f  o il.  B ut i t  is  ad van tag eo u s  to  th e  
o il com panies to  buy c ru d e  from  non-OPEC so u rces  when a v a ila b le  f o r  
two re a s o n s . F i r s t ,  non-OPEC c o u n tr ie s  h a v e  no c o lle c t iv e  
b a rg a in in g  pow er. Thus th e r e  a re  s t ra ig h t fo rw a r d  p r o f i t
‘• B la i r ,  John, The C o n tro l o f  O il. Pan th eo n  Books. New York. 1976. p.SO.
'• B la i r ,  John. The C o n tro l o f  O il. Pa n th e o n  Books. New York. 1976. p .54 .
'*C a m in iti, S usan , "S co reca rd s  on th e  O il G ia n ts" , F o rtu n e . S eptem ber 10, 
1990. p .4 5 .
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M o tiv a tio n s  d r iv in g  RICA. Second, by bu ying  o u ts id e  o f OPEC, th e  
RICA sy m b o lica lly  d is c o u ra g es  c a r t e l i s t  a rra n g em e n ts  by p ro d u cers ;  
n o t ju s t  p ro d u c ers  o f  o il,  b u t p ro d u c e rs  o f  any s t r a te g ic  raw  
m a te r ia l.
Numerous s c h o la rs  h ave  c o n s id e re d  OPEC a co h e s iv e  c a r t e l ,  
fo c u s in g  on OPEC a c t iv i t ie s  as  a window th ro u g h  which to  view th e  o il 
in d u s tr y . B ut OPEC is  com prised o f  two v e ry  d is t in c t iv e  groups o f  
n a tio n s . The n a tio n s  which make up th e  GCC a r e ,  w ith  th e  excep tion  
o f  Oman, g e n e ra lly  re g a rd e d  as b a n k e r c o u n tr ie s , w h ile  th e  rem ain ing  
members o f  OPEC r e p r e s e n t  in d u s tr ia l iz in g  c o u n tr ie s . T h is  
d is t in c t io n  is  s ig n if ic a n t  in  u n d e rs ta n d in g  a c tio n s  ta k en  by members 
o f OPEC and can be most c le a r ly  view ed by m on ito ring  th e  a c t iv i t ie s  
o f  RICA, s in ce  RICA p ro v id e s  a b e t t e r  window th ro u g h  which to  view  
th e  o il in d u s try .
The 1984 N o rth  Sea d is c o v e r ie s  by Norway and G re a t B r i ta in  
w eakened th e  b a rg a in in g  pow er o f  OPEC's in d u s tr ia l iz in g  n a tio n s .  
Though both Norway and G re a t  B r i ta in  h ave  become n e t  e x p o rte rs  o f  
c ru d e , th e y  h ave  used t h e i r  le v e ra g e  to  push p r ic e s  lo w e r. The  
p rim a ry  e f f e c t  o f  th e  N o rth  Sea d is c o v e r ie s  was to  th r e a te n  th e  
econom ies o f  many o f  OPEC's in d u s tr ia l iz in g  n a tio n s — n o ta b ly  
In d o n e s ia , V e n e zu e la  and N ig e r ia — w ith  n e a r  c o lla p s e . These  
c o u n tr ie s , w ith  h igh p o p u la tio n s  and m ountains o f  d e b t owed to  
w e s te rn  c r e d ito r s ,  a r e  d ep en d en t upon h igh  cru d e  p r ic e s  f o r  
s u r v iv a l .
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T a b le  ^
World Proven Crude Oil Reserves by Country, 1984—1988
(M illion  Barrels)
1984 1985 1986 1987 1988 % Change 88/87
NORTH AMERICA 34.418.1 33.472.0 31.7280 30.120.0 31.320.0 4.0
Canada 5.972 1 5.056 0 4.839 0" 4 .8 200 " 4,820 0
United States 28.446 0 28.4160 26.889 0" 25 .3000" 26.500 0 4.7
LATIN AMERICA 84.829.8 112.636.6 112.623.3 114.448 7 122.606.6 7.1
Araentma 2.266 0 2.3000 2.270 0 2.270 0 2.268 0 -0 .1
Brazil 1.976 0 2.0700 2.2500 2,340 0 2.550 0 90
Colombia 624.0 1.2240 1.290 5 1.590 0 2.028 0 27.5
Ecuador 1.181 1 1.181.1 1.672 3 1.572 7" 1.572 7
Me»co 48 .600 0 49.300 0 48.0000 47.000 0 54 .1100 15 1
Venezuela 28.028.0 54.4540 55.521 0 58.0790 58.517 0 0.8
Others 2.154,7 2.107 4 1.619 5 1.5970 1.560 8 - 2 J
tNESTERN EUROPE 17.123.8 19.368.1 18.610.8 22.606.3 17.876.6 -20.9
Denmark 400 0 4650 44 00 440.0 861 0 95.7
Itahr 8 0 0 0 7400 721 8 7390 739 0
Norway 8 .3000 10.9000 10.5000 14.800.0 10.4350 -29.5
United Kinodom 6.015 0 5.6625 5.3100 5.137.5 4.275.0 -16.8
Others 1.608 8 1.590.6 1.5390 1.488 8" 1.666 6 5.2
MIDDLE EAST 430.399.8 431.640.7 636.837 7 667.028.3 666.292.8 15.6
I.R. Iran 58 .8740 59.0000 92.8600 92.860.0 92.8600
Iraq 65.000 0 65.0000 72.0000 100.000 0 100.000 0
Kuwait 92.710 0 92.4640 94.522.1 94.5250 94 .5250
Oman 3.4950 4.0000 4.032 0 4 .0120 4.071 2 1.5
Qatar 4 .5 000 4.5000 4.5000 4.500.0 4 .5000
Saudi Arabia 171.710.0 171.4900 169.1799 169.5850 254.9890 504
Syrian Arab Reoublic 1.450.0 1.541,0 1.4000 1.7500 1.730 0 - I I
United Arab Emirates 32 .4900 32.9900 97.2030 98.1050 98.105 0
Others 170 8 655 7 1.1407 1.691 3 4.5126 166.8
AFRICA 56.434.2 66.891.6 66.782.1 67.137.7 68.676 8 2.5
Aloeha 9.000.0 8.8200 8.8000 8.500.0 9 .2000 8.2
Eflypt 3.200.0 3.8500 3.600 0 4.3000 4.300.0
Gabon 518.1 677.5 7330 733.0 7 3 3 0 _
S P Libyan A J 21.100.0 21.3000 22.800.0 22.8000 22 .8000 _
Nioeria 16 ,6500 16.6000 16.0000 15.980 0 18.000.0 01
Tiniaia 1.514.0 1.8000 1.8000 1.800 0 1.7900 -0 .6
Others 3.452.1 « 3.844.1" 3.049.1 " 3.024 7" 3.7538 24.1
ASIA AND FAR EAST 18.871.7 17.238J 17.848.7 18.102.6 20.631.6 12.5
Brwtei 1.4000 1,480 0 1.4209 1,420.9 1.400 0 - l i
bidia 3 .5 000 3.7350 4.2028 4.250.0 6 .3542 495
Indonesia 8.650.0 8.5000 9.000 0 9.000.0 9.000.0 _
Malaysia 2.900.0 3.1000 2.8205 2.900.0 2.9220 0 .8 .
Others 421,7 42 33 4045 531.7 68 54 28.9
OCEANIA 1.686.9 1.626.0 1.879.8 1.862.0 1.866.8 0.2
Australia 1.430.9 1.449 0 1.7128 1.692.0 1.6731 -1 .1
Others 15 60 1760 1670 180 0 182 7 14.2
CPEa 100.960.0 82.806.0 80.700.0 78.980.0 83.680.0 5.8
Chma 18.200 0 18.4200 18.4000 18.400 0 23.550.0 28.0
USSR 81.000.0 62.685 0 60.7000 69.0000 68.5000 -0 .8
Others 1.7600 1,7000 1.6000 1.580 0 " 1.6300 - 3 2
TOTAL WORLD 741.823.3 766.867.2 868.910A 890.274.8 991.4701 11,4
t o t a l  OPEC 510.411 2 536.9766 644.791 3 676.2397 762.801 7 12.8
OPEC Percentage 6 8 8 71 1 762 7 6 0 76 9
TOTAL WORLD EXCL CPCs 840.663.3 672.8622 776.210.4 811.294.6 907.8901 11.9
OPEC Percentaqe 7 9 7 79 8 83.1 83.4 84 0
J1 of the correspondtng year. Figures, when adàerf up. may not correspond to totals, due to tndivtduat
Middle




•  OH and Gas Journal. # Notional Soirees, o World Oil. 
•  Petroleum Intelligence Weekly. oThe Economist Intelligence Unit o Arab OH and Gas
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T a b :*  g
World Crude Oil E x p o r t s b y  Country, 1984-1988
(Thousand Barrels per Day)
IS M 1986 1986 1987 1986 % Change 88/87
NORTH AMERICA #37.7 691.8 740.2 774.9 968.6- 12.t
Ol which
Canada 358 7 48 77 585 9 6215 7095- 14.2
Untad Slate* 181 0 204 1 154 3 153 4 159 0- 3,7
LATIN AMERICA 2.820.9 2.690.4 2.626.6 2.731.4 2.729.1- -0.1
of which:
Colombia _ _ 85 7 142 0 146 0- 2.8
Ecuador 147 1 168 8 173 5- 105,3- 1498 42.3
Trinidad and Tobaoo 845 931 87 1 752 73.8- - 1.9
Vanaiuaia 998 9 825 9 9487 1.026.3 1.011.0- - 1.5
WESTERN EUROPE 2,201.1 2.320.0 2.497.0 2.669.1 2 .4M .6- -2 .9
of which:
Norwav 614 4 66 2 6 740.9 874.0 9955- 13.9
United Kingdom 1.544 6 1.5897 1.669 9 1.603 9 1.406 6- - 12.3
MIDDLE EAST 8.122.S 7.073.6 8.861.0 8.638.6 10.2818- 20.4
of which:
IR. Iran 1.521 8* 1.568 3- 1.454 0- 1.710.0- 1.696 0- -0 .8
Irao 86 7 0 1.085 4- 1,393.5- 1.717.0- 2.096 0- 22.0
Kuwait 65 8 0 4 7 6 9 7560- 607.0- 698.0- 15.0
Oman 36 9 0 451.0 513 7 54 00 560.0- 1.9
Qatar 386.2 280.0 307 0- 254.0- 304.0- 19.7
Saudi Arabia 3.186 9 2.150.7 3.265.8 2418.5 3.354.8- 38.8
Syrian Arab Republic 97.3 8 4 5 69.0 44.1 80.0- 81.4
United Arab Emirate* 1.0367- 977.7- 1.132 0- 1.250 0- 1.345.0- 7.6
APRICA 3.283.6 3.582.1 3.682.1 3.283.1 3.477.1- 5.9
of which:
Aloaria 181.6 175.3- 167 6- 165 0- 168.0- 1.8
Angola 174 8 201 1 251.9 315.9 417.0- 32.0
Cameroon 9 9 6 132.0 131.3 127 8 125.0- - 2.2
Congo 112.1 105 1 113.1 110.6 123.0- 11.2
Egypt 418.2 46 5 7 36 39 444.7 405.0- -8 .9
Gabon 139.2 163 5 150.1 1384 145.6 5.2
S f  Itv a n  A.J. 92 96 8 9 4 6 - 1.067.0- 81 00 - 890.0- 9.9
Mgaria 1,094 1 1.333.3 1.221.2 1.065.2 1,1.10.5- 4.3
ASIA AND FAR EAST 1 .5 2 0 j 1,249.2 1.346.0 1.226.8 1.18#.9- -3 .3
of which:
Brunei 151 6 148 0 1439 136 8 134.0- -2 .0
Indonetia 876 3 705.7 793.8 701.0 609.2- - 13.1
Malayaia 345 7 351.4 40 5 5 38 7 0 426 7" 10.3
OCEANIA 17.8 99.7 90.3 M l 88.2- -5 .3
of which:
Auftraia 17 8 9 3 0 85.3 93.0 85.2- - 8.4
CPEa 3.011.3 2,770.6 3.197.4 3.338.3 3 94»# 9J
of wftich:
China (P R. of) 4 4 5 5 601.7 671.0 545.5 M 1 .0 - - 0 8
USSR 2.521 6 2.152 0 2.6089 2.7497 3.067.5- 11.2
TOTAL WORLD 21,498.# 20.377.3 22.969.6 22.646.3 2 4 .7 M 7 - 9.8
OPEC 12.023 4 10.9051 1 2 830  2 11,965 7 13.576 9- 13 5
OPEC Percentage 5 5 9 53.0 55 9 531 5 4 8 3.2
TOTAL WORLD EXCL. CPE* 1B.4M .2 17.606.7 19.762.1 19.209.0 21.1162- 9.9
OPEC Percentage 8 5 0 61.4 6 4 9 623 64 3 3.2
I )  Including rt-txfons.
Sumna; tD ir tc i communications to the Secretarial. *  United Nations, Energy Statistics Yearbook. •  National Sources. 
•  OECD. Quarterly Oil and Gas Statisiia. •  BP. Suastical Revitrw.
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rem ain s  predom in an t in  su p p ly in g  c ru d e  to  th e  w orld . B ut 
th ro u g h  th e  e s ta b lis h m e n t o f  th e  6CC RICA has s u c c e s s fu lly  d r iv e n  a 
wedge betw een  OPEC's in d u s t r ia l iz in g  and b a n k e r n a tio n s . S ince th e  
in d u s t r ia l iz in g  n a tio n s  a ls o  te n d  to  be "p ric e  hawks," th e  m ajor o il 
com panies p r e f e r  to  d e a l w ith  th e  b a n k e r n a tio n s  o f  th e  GCC whose
e l i t e  le a d e rs  a r e , in  f a c t ,  p a r t  o f  RICA.
In  1972 OPEC c o u n tr ie s  produced 84.8% o f  a l l  o il o u ts id e  th e  US, 
th e  USSR, E a s te rn  Europe and C h in a. B ut th a t  f ig u r e  is  in  d e c lin e  
and much o f  OPEC's p ro d u c tio n  which RICA o b ta in s  th e s e  days is  from  
Saudi A ra b ia , K uw ait and th e  U n ite d  A rab E m ira te s . Today OPEC s t i l l  
su p p lie s  60.9% o f  US im po rted  o il.  In  1989 18% o f  t h a t  came from  th e  
Saudis
The GCC s h o re lin e  o f  th e  P e rs ia n  G u lf is  a ls o  id e a l
to p o g ra p h ic a lly  f o r  cheap  lo c a l t r a n s p o r t  and lo ad ing  o f  c ru d e  onto  
ta n k e rs . The la rg e  B urgan o il f i e ld  in  K uw ait, f o r  example, is  f iv e  
m iles from  th e  G u lf . O il flo w s  by p ip e lin e  to  s to ra g e  tan ks  a t  A1 
Ahmadi, which s its  a to p  a r id g e . From th e re  th e  o il simply a llow s
g r a v ity  to  lo ad  i t  in to  a w a itin g  ta n k e rs  a t  th e  te rm in a l** . In  1978  
th e  c o s t o f  pumping and t r a n s p o r t in g  a b a r r e l  o f  P e rs ia n  G u lf  c rude  
was le s s  th a n  $.01 a c co rd in g  to  R ich ard  B a rn e t
M a n ip u la tio n  o f  p ro d u c tio n  s ite s  is  in e x tr ic a b ly  in te r tw in e d  
w ith  th e  a v a i la b i l i t y  o f  p le n t i f u l  cheap  la b o r . But w h ile  th e
*®Tokar, B r ia n . "Energy B lues and O il" , Z M agazine. J a n u a ry  1991. p .l4 .
**K u b u rs i, A t i f  A. O il, In d u s t r ia l iz a t io n  and D evelopm ent in th e  A rab  G u lf  
S ta te s .  Croom Helm. K en t, E ng land. 1984 . p .24 .
•■^Barnet, R ich ard . "A R e p o r te r  a t  Larges The W orld's R eso urces", The New 
Y o rk e r. P a r ts  I - I I I .  p .26 .
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e x tra c t io n  o il from  th e  ground is  s t i l l  a  s ig n if ic a n t  component in  
RICA*s schema o f  accu m u la tio n  in  th e  o il in d u s tr y , i t  is  le s s  
s ig n if ic a n t  th a n  w h at happens to  th e  c ru d e  once i t  has been  
e x tra c te d .
Downstream  In v e s tm e n t  
W ith in  a system  o f  m a rk e t-o r ie n te d  c a p ita l  in v e s tm e n t, c o n tro l  
o v e r  p ro d u c tio n  o f  any raw  m a te r ia l is  le s s  im p o rta n t th a n  c o n tro l  
o v e r  p ro c e s s in g , sh ip p in g  and m arke tin g  o f  t h a t  m a te r ia l as a 
consum er item . T h e r e fo r e ,  in  th e  c o n te x t o f  a g lo b a lly -  
in te rc o n n e c te d  m arket economy, who a c tu a lly  produces crude o il is  a 
le s s  s ig n if ic a n t  q u e s tio n  th a n  who r e f in e s  i t ,  sh ips i t  and m arkets
i t .  Due to  th e  in c re a s in g ly  te c h n ic a l knowledge re q u ire d  to
p e rfo rm  r e f in in g  p ro c e s s e s  and th e  n e c e s s ity  o f  o il in  many o f  th e
w o rld ’ s m ajor in d u s tr ie s ,  th e  t ra n s fo rm a tio n  o f c rude p il in to  
in d u s t r ia l  and consum er p ro d u c ts  ra n g in g  from  p la s t ic s  to
p e tro c h e m ic a ls  to  p h a rm a c e u tic a ls  to  j e t  fu e l  has become
in c re a s in g ly  lu c r a t iv e .
The p e rv a s iv e n e s s  o f  o i l  th ro u g h o u t th e  w orld  economy, deems 
i t  in  th e  b e s t in t e r e s t  o f  RICA to  e x e r t  downward p re s s u re  on o il 
p r ic e s  so t h a t  i t  c ru d e  can be o b ta in e d  c h eap ly  to  be used in  o th e r  
p ro d u c tio n  schem es. In  o th e r  w ords, th e  a t t r a c t iv e n e s s  o f  high o il
p r ic e s  is  o f f s e t  by th e  c o s t demand which h igh  o il p r ic e s  p lace  on
o th e r  in d u s t r ia l  a c t iv i t ie s  more co m p le te ly  c o n tro lle d  by RICA. Th is  
is  e s p e c ia lly  t r u e  in  l ig h t  o f  th e  wave o f  n a t io n a liz a t io n s  which  
h a v e  o c c u rre d  in  th e  p a s t th r e e  decades  le a v in g  much o f w orld ’ s o il
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p ro d u c tio n  in  th e  hands o f T h ird  World governm ents and n o t u n d er  
RICA c o n tro l.
John D. R o c k e fe lle r  h im s e lf  d id  n o t c o n tro l c rude r e s e r v e s .  
In s te a d  he in v e s te d  h e a v ily  in  r e f in in g  and t ra n s p o r ta t io n . By 1879  
S ta n d a rd  O il c o n tro lle d  th e  sh ip p in g  and r e f in in g  o f  90% o f  US o il.  
R o c k e fe lle r  accom plished th is  by ru n n in g  many w ild c a tte rs  out o f  
b u s in e s s . Though th e  w ild c a t te rs  had s ta ke d  claim s to  o il w e lls  and  
th e r e fo r e  c o n tro lle d  p ro d u c tio n , th e y  had n e i th e r  th e  access  to  
m a rk e ts , th e  means to  t r a n s p o r t  t h e i r  c ru d e  o r  th e  knowledge o f  
r e f in in g  p ro c e s s e s  re q u ire d  to  compete w ith  S tan d ard **.
Today, th e  R o c k e fe lle r  fa m ily  fo r tu n e  is  n o t in v e s te d  as  
much in  c ru d e  o il as  i t  is  in  au to m o b iles , ae ro sp ac e  and  
p e tro c h e m ic a ls . D u rin g  th e  1980s , D avid  R o c k e fe lle r  h im s e lf  
in v e s te d  $35  b i l l io n  in to  S in g ap o re , which has become a m ajor 
r e f in in g  and o f f - s h o r e  banking  c e n te r* * .
The m ajor in te r n a t io n a l  o il com panies a re  th u s  th e  la r g e s t  
r e f in e r s  and m a rk e te rs  o f  c ru d e . R oyal D u tc h /S h e ll is  th e  le a d in g  
m a rk e te r  and r e f i n e r  and is  th e  source  o f  one in  te n  b a r r e ls  o f  
r e f in e d  p ro d u c t to d a y . S e v e n ty -s e v e n  p e rc e n t o f  th e  company's 
p r o f i t s  come from  p e tro c h e m ic a ls  and 1988 was a re c o rd  y e a r . S h e ll 
is  now in v e s t in g  in  th e  f i r s t  M iddle D is t i l la te  S y n th e s is  P la n t to  
c o n v e r t  LNG to  h ig h -g ra d e  liq u id  p ro d u c ts . They p lan  to  b u ild  th r e e
**Sampson, A nthony. The Seven S is te r s :  The G re a t O il Companies and th e  
World Thev Made. Vik in g  P re s s . New York. 1975. p .309 .
* *B ra tto n , C h r is t in e  & Doug Henwood. “M eet th e  New World O rd e r" , Le f t  
B u s in e s s  O b s e rv e r. J a n u a ry  2 6 , 1991. # 4 3 . p .6 .
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p la n t#  jjy 1996, on * each in  M a la y s ia , N ig e r ia  and Norway
In  th e  f i r » t  q u a r te r  o f  1991, Exxon made $2 .4  b ill io n  in  p r o f i t ,
th e  h ig h e s t s in g le  q u a r te r  p r o f i t  s in c e  John D. R o c k e fe lle r  founded  
S ta n d a rd  O il o f  New J e rs e y  (Exxon*# p re d e c e s s o r) back in  1882. O v e r  
80% o f  th a t  f ig u r e  re p r e s e n te d  p r o f i t s  on downstream  in v e s tm e n t  
Exxon r e c e n t ly  p u rc h a s e d  A llie d  S ig na l*#  p la s t ic s  d iv is io n  and  
e n te re d  in to  jo in t  v e n tu re s  w ith  both Dow and M onsanto in  th e  
th e rm o p la s tic  e la s to m e r b u s in e s s . The company has  a ls o  la u n ch ed  a 
m ajor push to  e s ta b lis h  p e tro c h e m ic a l m arkets in  T h a ila n d , M a la y s ia  
and S in gapore  "
The Seven S is te r s  (BP, S h e ll, Exxon, Mobil, C hevro n , Texaco and  
Amoco) a re  th e  top  s e ven  gas r e t a i le r s  in  th e  US and s t i l l  own e v e ry  
m ajor p ip e lin e  in  th e  w orld**. They a ls o  own th e  m a jo rity  o f  th e  
ta n k e rs . S h e ll r e c e n t ly  announced i t  would buy seven  more LNG 
ta n k e rs , making i t  f a r  and away th e  le a d e r  in  o il in d u s try  t ra n s p o r t  
w ith  a t o ta l  o f  415 ta n k e rs  owned o r  managed*^
As m ajor o il com panies c o n tin u e  to  s h i f t  in v e s tm e n t  
dow nstream , t h e i r  in t e r e s t s  te n d  to  d iv e rg e  somewhat from  t h e i r  
OPEC c lie n ts *  in t e r e s t s .  I t  is  optim al f o r  RICA to  o b ta in  a h igh
••"A rab ian  M ight", The Econom ist. Decem ber 2 4 , 1988. p.79
• ‘ "Exxon, M obil, Amoco, Conoco and Hess R ep ort Whopping E arn in g s ", 
N a tio n a l P e tro leu m  News. June 1991. p .8 .
“ "S audis  Embark on A ll P o in ts  Downstream  S tra te g y " , P etro leum  
In te l l ig e n c e  W eekly. Decem ber 2 4 , 1990. p .l.
“ C a m in it i, S usan . "S co rec ard s  on th e  O il G ian ts" , F o rtu n e . S eptem ber 10, 
1990. p .8 .
“ R idgew ay, Jam es. The L a s t  P la v : The S tru o o le  to  Monopolize th e  World*# 
g n e ro v  R eso u rces . E.P. D u tto n  & Co. New York. 1973. p .279 .
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volume lo w -p r ic e d  o il.
S e rv ic e  C o n tra c t*
W here once th e  m ajor in te r n a t io n a l  o il companies a c q u ire d  
co n cess io n s  o f  a c tu a l o il f ie ld s ,  th e y  h ave  in c re a s in g ly  
moved in to  th e  r o le  o f  s e rv ic e  c o n tra c to rs  f o r  lo c a l p ro d u c e r  
go vernm ents . T h is  ty p e  o f  economic r e la t io n s h ip  has p ro ven  more 
lu c r a t iv e  f o r  RICA and a ls o  much more s ta b le . In  th is  ro le , RICA does 
n o t h a v e  to  w o rry  ab o u t n a t io n a l is t  e x p ro p r ia tio n s  and th u s  assumes  
much le s s  r is k . And by c o n c e n tra t in g  t h e i r  in v e s tm e n ts  dow nstream , 
th e y  a re  a b le  to  d e v is e  in c re a s in g ly  te c h n ic a l p ro c e s se s  and b e t t e r  
m arke tin g  te c h n iq u e s  which th e  p ro d u c e r governm ents become 
d ep en d en t upon to  s e l l  th e  f in is h e d  p ro d u c ts  which t h e i r  c ru d e  is  
used f o r .  As o il econom ist M.A. Adelman s ta te s ,  "The c o n tra c t  system  
s e rv e s  th e  MNC*s b ecau se  s ta te -o w n e d  o il com panies w ill  compete f o r  
m arket s h a re s . I t  e lim in a te s  ta x  l i a b i l i t ie s  and r is k , le a v in g  only th e  
"b a re  co s t"  f o r  crude.**"
The m ajor in te r n a t io n a l  o il com panies w ere th e  f i r s t  to  become 
v e r t ic a l ly  in te g r a te d — c o n tro ll in g  each s tag e  o f  th e  p r o d u c t io n - to -  
consum ption p ro c e s s . In  th e  o il in d u s try  th is  occurs  p r im a r ily  away 
from  th e  a c tu a l w e llh e a d — o r dow nstream . As a r e s u l t ,  o il p roducing  
n a tio n s  h a v e  become d ep en d en t upon s e llin g  t h e i r  c ru d e  to  th e  
m ajors , whose b ro k e ra g e  c a p a b il i t ie s  f a r  exceed th o s e  o f  th e  
in d e p e n d e n t o il com panies. NIOC (N a tio n a l Ir a n ia n  O il C o rp o ra tio n ),
"""Saudis Embark on A ll P o in ts  Downstream  S tra te g y " , P e tro leum  
T n te llio e n c e  W eekly. Decem ber 2 4 , 1990. p .l.
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World Refinery Capacity by Country, 1984-
(Thousand Barrels per Calendar Day)
•1988
1 M 4 1S86 1986 1987 1988 %Ch»ng< 88/87
NORTH AMERICA 17.889.3 17,382.7 17,326.2 17.7843 17.777.8
Canada 1.86 6 6 1.855 8 1.759.7 1.868 9 1.855 8 - 0 .7
United Slates 15.720 8 15.526 9 15.565 5 15,915 4 " 15.922 0
LATIN AMERICA 7,286.8 7.221 4 7.030.6 7.213.9 7,163.1 -0 .1
Aroentina 678 4 667 2 66 98 689 5 690 4 01
Brazil 1.305 1 1.305 1 1.321 1 1.4073 1.407.3
Colombia 211,0 21 10 2260 226 0 227 4 06
Ecuador 9 4 6 946 94.6 133.0" 1330
Mexico 1.269 0 1.269 0 1.349 0 1.354 0 1.354 0
Netherlands Antilles 32 00 32 00 32 00 320.0 32 00
Puerto Rico 121.0 1230 123.0 121.0" 123 0 1.7
Tnitdad and Tobaoo 320 0 260.0 30 00 3 0 0 0 300 0
Venezuela 1.224 2 1.229 2 1.224.2 1.258 1" 1.201.1 -4 .5
US VirQin Islands 545.0 54 50 645.0 545.0 5450
Others 1.1982 1.1973 8578 8 6 0 0 " 851 9 -0 .9
WESTERN EUROPE 16,286.9 14.8336 14.411.8 14.736.2 14,467.8 -1 0
Betaium 692 5 652.1 647.5 6 3 0 5 630 5
Prance ...........2,386 0 1.9469 1.834.1 1.940 6 1.876.0 - 3 3
Germany F R. 2,171 6 1.9326 1.7198 1.647,8 1.5182 -7 ,9
Italy 2,96 9 3 2.738 1 2.6787 2.563 1 2.450,2 -4 .4
Netherlands 1.498,5 1.468 4 1.4008 1.381,0 1.380.7
Soain 1.493 0 1.367.0 1.305 0 1.3050 12850 - 1 .5
4Jnited Kinadom 2.007 7 1.791.7 1.7797 1.802.7 1.803.1
Others 3.0673 2.9367 3.0463 3.464 5 3.524.1 1.7
MIDDLE EAST 4.026.4 4.269.9 4,333.4 4,418.2 4,417.7
I.R Iran 615.0 615.0 615.0 615.0 61 5 0
Irao 365.5 3655 365.5 365 5 365 5
Kuwait 6 1 4 0 6 1 4 0 6 1 4 0 " 6 7 0 0 " 67 0 0
Qatar 6 3 0 63.0 6 3 0 6 3 0 6 3 0
Saudi Arabia 1.190.0 1.440 0 1.490 0 1.4900 1.490 0
United Arab Emirates 162.0 162.0 1620 162 0 1620
Others 1.016 9 1.000 4 1.0239 1.052.7 1.052.2 -0 .1
AFRICA 2,466.4 2,621.7 2,640.7 2,669.9 2.864.1 -0.2
Aloeria 471.2 471,2 471.2 471 2 471 2 _
Eovst 3693 4 3 4 2 4521 452.1 48 92 8,3
Gabon 44.0 21 0 21.0 2 1 0 21.0 _
S.P. Uthran A  J. 315.0 33 30 3 4 2 0 342,0 342 0 —
Nigeria 23 40 234.0 243.0 265,5" 265.5 _
Ottiers 1.02 2 9 1.028 4 1,011.4 1.108.0 1.065 2 -3 .9
ASIA ANDFAREAST 9.674.1 9,646.8 9,660.6 9.473.9 9.318.1 - 1.4
Indie 704 8 866 7 991 1 1.058 7 1.051 4 - 0 7
Indonesia 83 7 0 8 3 7 0 7387 738 7 7387 _
Japan 4.7240 4 .7240 4.6185 4.460 8 4 .3240 -3 .1
Korea (Reo of) 7760 78 20 862.0 8 2 0 0 8 8 0 0 7.3
Singebore 1.0810 1.027.0 970.0 858 0 852 0 -0 .7
Taiwan 542 5 5425 5425 600 0 570.0 -5 .0
Others 908 9 867 7 937 7 937 7 901 9 - 3 .8
OCEANIA 783.8 719.6 724.0 762.7 778.4 1.8
Australia 69 69 622 6 628 1 637 1 644 1 1.1
Others 9 6 9 96 9 97 9" 125 6 " 132 3 5.3
CPEa 16.600.6 16.600.6 17,010.6 16 .9890 17.029.0 8.2
China 2.060 0 2.050.0 2 .2000 2 .2 000 2.2000 w
USSR 12.000 0 12.0000 12.2600 12.260.0 12.3000 0.3
Others 2.5505 2.550 5 2.5505 2.529 0 2 .5290
TOTAL WORLD 74.612.8 73.186.0 73 .0366 74.037.1 73.693.9 -9.4
OPEC 6.2295 6.479 5 6.444 2 6.595 0 6.538 0 - 0 9
S t$a : As at Dtctmbtt SI of the corrtspenthng year. Some figures »*re convened from barreb per stream day. Figures, when 
added up, may noi correspond to loiab. due lo individual rounding off.
Sources:» •  Hydrocarbon Processing. •  Oil and Gas Journal. •  Middle East Econom­
ic Survey. 0 Arab (Mand Gas. » fvauonalSources. •  Petroleum Inielligence i^eekly. » The Economist InieUgence Uni
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exam ple, s t i l l  s e lls  40% o f  i t s  c ru d e  to  fo rm e r Ir a n ia n  Con­
so rtiu m  members (Exxon, M obil, R oyal D u tc h /S h e ll, B r it is h  P etro leu m ,
Texaco , C hevron  and Compaigne de P e tro le s  F ra n ç a is e ^ * .
The m ajors d isc o u ra g e  d ir e c t  p ro d u c er/c o n s u m er n e g o tia tio n s ,  
t h e i r  ro le  j ,  p r im a r ily  to  s « rv e  • *  th e  in te rm e d ia ry . F o r  
exam ple, S o n a tra c h  (th e  A lg e r ia n  s ta te  o il company) doesn*t own any  
s e rv ic e  s ta t io n s , and th u s  n e v e r  s e lls  t h e i r  c ru d e  d ir e c t  to  th e  
consum er.
The o il p rod ucing  n a tio n s  th em s e lve s  h ave  n o t a t ta in e d  th e  
te c h n o lo g ic a l e x p e r t is e  o r  in v e s te d  in  b u ild in g  th e  in f r a s t r u c t u r e  
n e c e s s a ry  to  make s ig n if ic a n t  downstream  in v e s tm e n ts . In  1988 U S - 
b ased  r e f in e r ie s  had a c o lle c t iv e  c a p a c ity  o f  16 m illion  b a r r e ls /d a y ,  
w h ile  r e f in e r ie s  in  S audi A ra b ia  could  on ly ru n  a t o ta l  o f 1.5 m illion  
b a r r e ls /d a y  and a l l  M iddle E a s t r e f in e r ie s  combined could only  
p ro c e s s  4 .4  m illion  b a rre ls /d a y "^ .
A side from  ARAMCO*s Ras T a n u ra  r e f in e r y ,  th e  Saudi r e f in in g  
in d u s try  c o n s is ts  p re d o m in an tly  o f  governm ent jo in t  v e n tu re s  w ith  
th e  m ajors . The two la rg e  Red S ea  r e f in e r ie s  a t  Yanbu and J u b a il 
a re  jo in t  v e n tu re s  betw een  Saudi B as ic  In d u s tr ie s  and Mobil and  
R oyal D u tc h /S h e ll r e s p e c t iv e ly .  As o f  1980, o u t o f  9 0 0  e x is t in g  
r e f in e r ie s  in  th e  w o rld , on ly  13 w ere  lo c a te d  in  th e  G u lf S ta te s "*.
Even in  V e n e zu e la , th e  one OPEC n a tio n  which has a c q u ire d
•"K u b u rs i, A t i f  A. O il, In d u s t r ia l iz a t io n  and D evelopm ent in  th e  Aj^ab G u lf  
S ta te s .  Croom Helm. K en t, E ng land. 1984. p .62 .
"^OPEC A nnual R ep o rt. G e n e ra l S e c r e t a r ia t .  V ien n a , A u s tr ia . 1989. p .69 .
“ K u b u rs i, p t i f  A. O il. In d u s t r ia l iz a t io n  and D evelopm ent in th e  A rab G u lf  
S ta te s .  Croom Helm. K e n t, E ng land. 1984. p .46 .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
26
so n * te c h n ic a l e x p e r t is e , PDVSA (P e tro le o s  de V en ezu e la  S.A. is  th e  
s ta te -o w n e d  V en ezu e lan  o il company) o il s t i l l  flo w s  th ro u g h  a Mobil 
p ip e lin e  to  r e f in e r ie s  on A ruba and C uracao  owned by Royal 
D u tc h /S h e ll. C rude from  N ig e r ia  comes to  th o se  same S h e ll 
r e f in e r ie s  v ia  B r i t is h  P etro leu m  p ip e lin e s  in  N ig e r ia  c o n s tru c te d  by 
MW K ellogg  and ta n k e rs  c h a r te r e d  by C hevron**,
Some OPEC n a tio n s  h ave  r e c e n t ly  lau n ch ed  a ttem p ts  to  in v e s t  
dow nstream . S in ce  th e  e a r ly  1980s two s ta te -o w n e d  o il com panies—  
PDVSA and K uw ait P e tro leu m  Company— h ave  p u rch ased  fo re ig n  
r e f in e r ie s  and s e rv ic e  s ta t io n s . K uw ait now o p e ra te s  4 ,5 0 0  gas 
s ta t io n s  in  E urop e. PDVSA r e c e n t ly  com pleted i t s  p u rch ase  o f  
S o u th lan d  C o rp o ra tio n ’ s CITGO r e f in e r y  in  Chicago**. The Saudis  
r e c e n t ly  announced an " a ll  p o in ts  downstream " s tra te g y  a f t e r  
com pleting  a d e a l to  r e f in e  c ru d e  in  South K orea**. And Q a ta r  has  
made e n te re d  some p e tro c h e m ic a l v e n tu re s  in  th e  T h ird  World. But 
th e s e  v e n tu re s  u s u a lly  in v o lv e  e x te n s iv e  c o n tra c t in g  to  th e  
W e s te rn  m u lt in a tio n a ls .
By and la rg e  G -7  (th e  Group o f  Seven in d u s tr ia l iz e d  n a tio n s :  
U n ite d  S ta te s , G re a t B r i ta in ,  F ra n c e , Jap an , C anada, I t a ly  and West 
G erm any) has  been v e ry  r e lu c ta n t  to  com plete d e a ls  o f  th is  n a tu re .  
Though on th e  s u r fa c e  i t  would a p p e a r to  make sense to  move 
r e f in in g  f a c i l i t i e s  to  th e  T h ird  World because o f  c h e a p e r p rod uction
**M ik e s e ll, Raymond F. F o re ig n  In v e s tm e n t in  th e  P etro leum  and M in e ra l 
In d u s t r ie s .  The John’ s Hopkins P re s s . B a ltim o re . 1971. p .l5 .
••"A ra b ia n  M ight", The Econom ist. Decem ber 2 4 , 1988. p.79
• ’ "S aud is  Embark on A ll P o in ts  Downstream  S tra te g y " , P etro leum  
In te l l ig e n c e  W eekly. Decem ber 2 4 , 1990. p .l.
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c o s ts , th e  m u lt in a tio n a ls  f e a r  e x p ro p r ia tio n  and a lo ss  o f  m arkets  
shou ld  T h ird  World c o u n tr ie s  le a rn  to  b u ild  and ru n  t h e i r  own 
r e f in e r ie s .  A more common a rra n g e m e n t in v o lv e s  lim ite d  techno logy  
t r a n s f e r .  S aud i B as ic  In d u s tr ie s ,  f o r  exam ple, uses Union C arb id e  
and MW K ellogg te c h n o lo g ie s  in  many o f  i t s  own p e tro ch em ic a l p la n ts .
C o n tin u ed  downstream  in v e s tm e n t by RICA and a la c k  o f  
te c h n o lo g ic a l t r a n s f e r  from  th e  in d u s tr ia l iz e d  n a tio n s  to  th e  o i l -  
prod uc ing  n a tio n s  o f  OPEC, h ave  re s u lte d  in  a c o n s o lid a tio n  o f  
RICA's pow er w ith in  th e  o il in d u s tr y . T h is  c o n s o lid a tio n  has been  
enhanced  by m an ip u la tio n s  o f  la b o r  and p ro d u ctio n  s ite s ,  r e s u lt in g  
in  a s ta g g e r in g  c o n c e n tra t io n  o f  power in  th e  in d u s try  to d a y .
C o n c e n tra tio n
The success o f  RICA a t  m a n ip u la tin g  both la b o r  and p ro d u ctio n  
s ite s ,  as w e ll as  i t s  success  a t  in v e s t in g  i t s  w e a lth  in to  
te c h n o lo g ic a lly  s u p e r io r  fo rm s o f  o il p ro c e s s in g , sh ipping and  
m a rk e tin g  i n f  r e s t r u c tu r e  is  i l lu s t r a t e d  by th e  f a c t  th a t  th e  same 
m u ltin a t io n a l c o rp o ra tio n s  which c o n tro lle d  th e  w orld ’ s o il t ra d e  in  
th e  1920s , s tan d  a t  th e  apex o f  th e  w orld  e n e rg y  in d u s try  to d ay .
In  1981 W este rn  m u lt in a tio n a ls  c o n tro lle d  82% o f  th e  w orld  o il 
s a le s  and 56% o f  p ro d u c tio n . The S even  S is te r s  (Exxon, Royal 
D u tc h /S h e ll,  B r i t is h  P e tro le u m , C h evro n , Mobil, Texaco and G u lf)  
c o n tro lle d  40% and 37% r e s p e c t iv e ly * * .  In  1984 G u lf merged w ith  
C h ev ro n , b u t Amoco, fo rm e r ly  S ta n d a rd  O il o f  In d ia n a , has em erged as
* *A h ra r i,  Mohammed E. OPEC: The F a ll in g  G ia n t. U n iv e rs ity  o f  K entucky  
P re s s . L e x in g to n . 1986. p .38 .
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*  fo rm id a b le  re p la c e m e n t f o r  G u lf  as  a S e v en th  S is te r .
T h e re  i ,  » d i r e c t  c o r r e la t io n  betw een  downstream  in v e s tm e n t  
and c o n c e n tra t io n  o f  economic pow er in  th e  o il in d u s try . The two 
com panies which a re  most in te g r a te d — Exxon and R oyal D u tc h /S h e ll—  
rem ain  f a r  and away th e  most p o w e rfu l o f  th e  S is te rs (s e e  Appendix 
IV ). In  th e  US Exxon, M obil, C hevron and Amoco ( fo u r  su ccesso rs  o f  
th e  S ta n d a rd  O il T r u s t ,  which was o f f ic i a l ly  d is s o lv e d  in  1911) s t i l l  
c o n tro l 32S o f  dom estic  r e f in in g  and 2 6 .3S o f  r e t a i l  g aso lin e  s a le s  
in  th e  US**. ARCO, CONOCO and SOHIO— th e  predom inant 
" in d ep en d en t" com panies— a re  a ls o  S ta n d a rd  T ru s t  o f f -s h o o ts .
The in te r n a t io n a liz a t io n  o f  c a p ita l  has produced in te r n a t io n a l  
t r u s t s  such as ARAMCO (A rab ian  Am erican O il Company). Though most 
s c h o la rs  fo llo w  th e  assum ption th a t  ARAMCO has been f u l ly  
n a tio n a liz e d , Exxon’ s 1990 10K R ep o rt to  th e  S e c u r it ie s  and Exchange  
Commission l is te d  ARAMCO as 28.33%  owned by an Exxon s u b s id ia ry —
Exxon O v e rs e a s  C o rp o ra tio n  .
J o in t  v e n tu re s  a re  commonplace among th e  m ajors and s e rv e  to
lim it  co m p etitio n  from  in d e p e n d e n ts . C a lte x  (which m arkets petro leum  
p ro d u c ts  in  5 8  c o u n tr ie s ) , Amoseas and C a la s ia t ic /  Topco a re  a l l  SO­
SO jo in t  v e n tu re s  betw een  C hevro n  and Texaco. S h e ll and Mobil 
cond uct jo in t  v e n tu re s  in  N ig e r ia . Exxon and Mobil a re  jo in t  owners  
o f  PT S ta n v a c  In d o n e s ia . And in  th e  U n ite d  A rab  E m ira tes
* *B la ir ,  John. The C o n tro l o f  O il. Pan th eo n  Books. New York. 1976. p .l4 8 .
•♦ S e c u r it ie s  and Exchange Commission Document: Exxon C o rp o ra tio n  1990  
lOK F ilin g .
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T O P S
Exxon $9.894.7 Monterey $ 102.2 I960
SoCa! 2.782.3 Standard ( Ky. ) 141.9 1961
Exxon 2.925.7 Honolulu Oil 99.2 1961
A R C O 2.450.9 Sinclair 
O T H E R  M A J O R S
1,851.3 1969
Marathon 469.9 Plymouth 80.8 1962
Union 916.5 Pure 766.1 1965
Atlantic 960.4 Richfield 499.6 1966
Sun 1,598.5 Siinray ( D X ) 749.0 1968
Total 4.290.1
’ Assets in excess of $50 million 
 ̂At time of acquisition.
T ab le  4













BP 33 7,348 16 3,696 49 11,044
Esso 21 5,172 32 7,733 53 12,905
Gulf 17 4,769 9 2,543 26 7,313
Mobil 7 1,543 5 1,055 12 2,599
Shell 42 9,774 29 6,461 71 16,235 ,
Socal 2 443 16 3,861 18 4,304
Texaco 13 2,932 14 3,322 27 6,253
Sub-total 135 31,981 121 28,671 256 60,653
SOURCE: Petroleum  Press Service, December, 1969.
T a b le  5
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S h e ll, Exxon & Mobil jo in t ly  o p e ra te  a *  ADCO**.
M e rg e rs  h a v e  a ls o  ta k e n  t h e i r  t o l l  on in d e p e n d e n ts , o c c u rr in g  a t  
an a c c e le ra te d  r a te  f r o #  th e  e a r ly  6 0 s  u n t i l  1988, which was a 
re c o rd  y e a r  f o r  m erg ers . E ig h t o f  th e  top  25  o il companies o f  1960  
had merged by 1970, D u rin g  th e  1980s, Texaco bought out G e tty  O il, 
Mobil p u rc h a s e d  S u p e r io r  O il Co., B r i t is h  P etro leum  scooped up 
B r i to i l  and SOHIO and ARCO bought S in c la ir ^ .
The 1984 N o rth  Sea boom c o n s o lid a te d  th e  p o s itio n  o f  th e  m ajors, 
e s p e c ia lly  t h a t  o f  Exxon and S h e ll, who bid f o r  th e  prim e concessions  
as a jo in t  v e n tu re  in  1981 and won. And " p e re s tro ik a "  in  th e  S o v ie t  
Union and E a s te rn  Europe has a ls o  been k in d e s t to  th e  m ajors. Mobil 
has form ed a jo in t  v e n tu re  w ith  A fo r — th e  H u n g arian  s ta te  o il 
company— and has r e c e n t ly  announced p lan s  f o r  a jo in t  e x p lo ra tio n  
v e n tu re  w ith  th e  S o v ie t  Union o f f - s h o r e  V ietnam . Chevron and Exxon 
h a v e  a ls o  r e c e n t ly  d is c u s s e d  S o v ie t  jo in t  v e n tu re s *^
H o r iz o n ta l In te g ra t io n  
B ut th e  c o n c e n tra t io n  o f  pow er e x e r te d  by th e  Seven S is te rs  
has n o t been lim ite d  to  th e  c ru d e  o il in d u s try . T h ese  companies h ave  
in v e s te d  h e a v ily  in  a ra n g e  o f  d i f f e r e n t  en e rg y  sources  becoming 
" h o r iz o n ta lly  in te g ra te d "  w ith in  th e  e n e rg y  in d u s try .
H o r iz o n ta l in te g r a t io n  g ive s  RICA an added in s u ra n c e  p o lic y .
**OPEC A nnual R ep o rt. G e n e ra l S e c r e t a r ia t .  V ien n a , A u s tr ia . 1989. p .63 .
■ •B ra tto n , C h r is t in e  & Doug Henwood. "Saving K uw ait", L e f t  B usiness  
O b s e rv e r . F e b ru a ry  2 8 , 1991. * 4 4 .  p .l8 .
■^Sampson, A n thon y. The S even  S is te r s :  The G re a t O il Companies and th e  
World Thev Made. V ik ing  P re s s . New York. 1975. p .l81.
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e n s u r in g  GCC w illin g n e s s  to  s e l l  o f f  t h e i r  huge re s e rv e s  c h e a p ly , 
s in ce  i f  th e y  r a is e  th e  p r ic e  o f  c ru d e  too  much, th e  o il companies 
can m ere ly  sw itch  fu e ls .  The r e c e n t  "opening" o f  E a s te rn  Europe and  
th e  S o v ie t  Union to  W es te rn  e n e rg y  e x p lo ita tio n  p u ts  a d d it io n a l  
downward p re s s u re  on GCC o il p r ic e s , s in ce  th e s e  two reg io n s  c o n ta in  
o f  th e  w o rld 's  n a tu r a l  gas r e s e r v e s . And due to  f la i l in g  
econom ies, th e y  a re  l ik e ly  to  s e l l  t h e i r  n a tu r a l gas v e ry  c h ea p ly .
H o r iz o n ta l in te g ra t io n  a ls o  s e rv e s  to  keep more ex p e n s ive , b u t  
c le a n e r  fu e ls  o f f  th e  m arket. D u rin g  th e  1970s o il companies  
in v e s te d  $2 .4  b il l io n  in  uranium  e x p lo ra t io n ^ . Today th e y  c o n tro l  
more th a n  one h a l f  o f  a l l  uranium  r e s e r v e s . C hevron  and S h e ll even  
h ave  jo in e d  fo rc e s  in  b u ild in g  n u c le a r  re a c to rs ** .
Seven o f  th e  la r g e s t  IS  co a l p ro d u cers  a re  a ls o  o il com panies. 
S h e ll and Exxon, th e  two la r g e s t  o il com panies, a re  a c tu a lly  
in v e s t in g  upstream  in  c o a l and n a tu r a l  gas r e s e r v e s . Exxon is  th e  
to p  c o a l-p ro d u c e r  in  th e  US and has th e  second b ig g e s t co a l 
r e s e r v e s  a f t e r  B u rlin g to n  R eso urces**. In  Columbia, th e  m ajors  
c o n tro l a l l  n o n -re n e w a b le  n a tu r a l  re s o u rc e s ** . The o il companies  
a r e  a ls o  making e x te n s iv e  in t e r - in d u s t r y  in v e s tm e n ts , p r im a r ily  in
“ B a rn e t , R ic h ard  & Ronald M u lle r . G lobal Reach: The Pow er o f th e  
M u lt in a t io n a l C o rp o ra tio n . Simon & S c h u s te r . New York. 1974. p .l6 9 .
**E n g le r , R o b ert. The B ro th e rh o o d  o f  O il. Un iv e r s i t y  o f  Chicago P re s s .  
C hicago. 1977. p .40 .
**R idgew ay, Jam es. Who Owns th e  E a r th . M acM illan  P u b lish in g . New York. 
1980. p .72 .
• " 'C a r te l  P o lit ic s  in  Columbia* An In te r v ie w  w ith  P edro  G alinda  (G e n era l 
S e c r e ta r y  g f  th e  F e d e ra t io n  o f  P e tro leu m  W orkers)", M u lt in a tio n a l M o n ito r. 
D ecem ber 1990. p .8.
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th »  m ining in d u s try  (see  Appendix V).
As th e  w o rld 's  economy becomes in c re a s in g ly  in te g ra te d , th e  
p a t te r n  o f  c o n c e n tra t io n  which has  r e s u lte d  in  th e  r is e  o f  a h a n d fu l 
o f  m e g a -c o rp o ra tio n s  w ith in  n e a r ly  e v e ry  m ajor in d u s try  w ill only  
a c c e le r a te .  L a rg e , in te g r a te d  c o rp o ra tio n s  w ill grow la r g e r ,  
sw allow ing up t h e i r  s m a lle r  n o n - in te g ra te d  co m p etito rs  who w ill n o t 
be a b le  to  com pete in  an in te r n a t io n a liz e d  m arketp lace  which  
r e q u ir e s  s t a t e - o f - t h e - a r t  com m unications c a p a b il i t ie s , a g re a t  
d e g re e  o f  m o b ility  and b ro k e rag e  c a p a b il i t ie s  only p o ss ib le  th ro u g h  
la rg e  in fu s io n s  o f  c a p ita l .
In  summation, th e  regim e o f  in te r n a t io n a l c a p ita l  accum ulation  
has o p e ra te d  s u c c e s s fu lly  w ith in  th e  o il in d u s try  by employing a 
wide ra n g e  o f  s t r a te g ie s  to  r e ta in  i t s  economic and p o lit ic a l power. 
By im p o rtin g  p o l i t ic a l ly  disem powered la b o r  in to  th e  GCC reg io n  and  
by c e n te r in g  p ro d u c tio n  in  th e  G u lf  S ta te s , RICA has frag m en ted  th e  
n a tio n s  o f  OPEC in to  c o u n tr ie s  o f  "haves" and "h a v e -n o ts ."  B ut even  
th e  "haves" o f  th e  GCC rem ain  im p o verish ed  in  term s o f  te c h n o lo g ic a l 
know-how and in f r a s t r u c t u r e  n e c e s s a ry  to  b re a k  t h e i r  dependence  
on th e  in te r n a t io n a l  o il com panies in  p ro v id in g  r e f in in g  p ro c e s s e s , 
sh ip p in g  and m arkets  f o r  GCC c ru d e  o il. A ll o f  th e s e  fa c to r s  have  
enhanced  th e  pow er o f  th e  W estern  o il com panies w h ile  f u r t h e r  
c o n c e n tra t in g  th e  pow er w ith in  th e  in d u s try  in to  fe w e r  and fe w e r  
hand s.
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CHAPTER 2
M anagem ent R eso u rce  System s by R esource  S e c u r ity  S ta te s
"Modern b o urgeo is  s o c ie ty , which sprang  from  fe u d a lis m , only  
e s ta b lis h e d  new form s o f  e x p lo ita tio n . The bourgeo is  can n o t e x is t  
w ith o u t c o n s ta n t ly  re v o lu t io n iz in g  th e  in s tru m e n ts  o f  p rod uction ."
- K a r l  M arx, The Communist M a n ife s to
" I t  is necessary to  ta k e  ir>»n th a t  is WOrld
system , th e  h ig h e s t s ta g e  o f  c a p ita lis m , and th a t  i t  must be 
d e fe a te d  in  w o rld -w id e  c o n fro n ta t io n .
-E r n e s to  "Che" G u eva ra
D e f in it io n  & G eog raph ic  O verv iew
In  1969 as  US tro o p s  began le a v in g  SE A sia  to  be re p la c e d  by 
lo c a l u n its  o f  th e  South V ie tnam ese arm y. P re s id e n t  R ich ard  Nixon, 
a d d re s s in g  a crowd o f  r e p o r te r s  on th e  is la n d  o f Guam, announced a 
m ajor s h i f t  in  US fo re ig n  p o lic y .
O u tlin in g  w hat would l a t e r  be known as th e  Guam D o c tr in e , Nixon 
ta lk e d  o f  a new w illin g n e s s  by th e  U n ite d  S ta te s  to  l e t  US re g io n a l  
a l l ie s  in te rv e n e  in  re g io n a l c o n f l ic ts .  "R egional in f lu e n t ia ls  would 
be e s ta b lis h e d , acco rd in g  to  N ixon, which would be re s p o n s ib le  f o r  
th e  s e c u r ity  o f  p a r t ic u la r  g e o -s t r a te g ic  re g io n s  o f  th e  globe.
The C a r te r /B r z e z in s k i D o c tr in e  o f  T r i la te r a l is m  expanded on 
th is  n o tio n  o f  re g io n a l gendarm es as a means to  manage a re a s  o f  th e  
globe c o n ta in in g  re s o u rc e s  deemed s t r a te g ic  by W estern  econom ies, 
em phasizing  th e  need f o r  "co n ta in in g "  n a t io n a l is t  s en tim e n t by
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s u p p o rtin g  a c re  m oderate p o l i t ic a l  f ig u r e s .2
The e s ta b lis h m e n t o f  re s o u rc e  s e c u r ity  s ta te s  has been  
m arked by fo u r  d is t in c t  te n d e n c ie s . F i r s t ,  th e  re g io n a l regim e must 
be h ig h ly  m anageable. T h is  is  done most e f f ic ie n t ly  th roug h  
en co u rag in g  e l i t i s t  a u to c r a t ic  r u le ,  w h e th e r  by d ic ta to rs h ip  o r  by 
m onarchy. D em ocracy, in  p ra c t ic e  as opposed to  la b e llin g  as such, is  
th u s  d isc o u ra g ed  s in ce  i t  is  a  much more d i f f i c u l t  p o l i t ic a l  system  
to  manage. A sm all p o p u la tio n  is  op tim al, b u t is  n o t a d e te rm in a n t  
f a c t o r  in  most c a s e s .
Second, th e  re g io n  in  q u e s tio n  must c o n ta in  re s o u rc e s  v i t a l  to  
th e  w e ll-b e in g  o f  W estern  economies and th e  lo c a l regim e must be 
made w illin g  to  a llo w  W estern  n a t io n s — u s u a lly  in  th e  form  o f  
m u ltin a tio n a l c o rp o ra t io n s — to  e x t ra c t  th e s e  re s o u rc e s  v e ry  
c h e a p ly . O c c a s io n a lly , th e  m u ltin a tio n a ls  a re  based in th e  lo c a l 
c o u n try , b u t th is  does no t d is p e l them from  membership in  RICA. 
B rib e ry  and c o rru p tio n  a re  n o t uncommon means employed by th e  
m u ltin a tio n a ls  in  a c q u ir in g  co n cess io n s  from  lo c a l e l i t e s .
T h ird , lo c a l c a p i t a l is t  e l i t e s  must be in c lu d ed  in  accum ulation  
schemes as e i t h e r  s to c k h o ld e rs  o r  p a r tn e r s ,  th e re b y  g iv in g  them a 
c o n c re te  in t e r e s t  in  th e  w e ll-b e in g  o f  th e  n e o -c o lo n ia l e x tra c t io n  
o f  re s o u rc e s  by m u lt in a t io n a ls . T h ese  lo c a l c a p ita l is ts  g e n e ra lly  
d e p o s it t h e i r  c a p ita l  in to  banks in  th e  in d u s tr ia l iz e d  n a tio n s . L a s t  
y e a r  a Mexico C ity  n ew sp ap er ra n  th e  names o f 5 7 5  "sa c a d o la re s "  who 
each  had o v e r  $1 m illio n  d e p o s its  in  US banks. The New York Times 
e s tim a te d  t h a t  from  1 9 7 6 -1 9 8 7  L a t in  A m erican c o u n tr ie s  e xp erie n c ed  
betw een  $ 6 0 0 -$ 8 0 0  b il l io n  in  c a p ita l  f l ig h t ,  i f  income from th e  s a le
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i l le g a l  d rug s w ere  included*".
By in v e s t in g  in  o v e rs e a s  banks, th e  in te r e s ts  o f  th e s e  lo c a l  
c a p ita l is ts  become c o n g ru e n t w ith  th e  s u r v iv a l o f  in te r n a t io n a l  
c a p ita lis m . The lo y a l t ie s  o f  th e s e  e l i t e s  a re  m a in ta ined  along c la s s  
r a t h e r  th a n  n a t io n a l b o u n d a rie s . They w ill n a tu r a l ly  d e p o s it  
t h e i r  c a p ita l  w h ere  i t  w ill  be s a fe  from  e x p ro p ria tio n  and c u rre n c y  
d e v a lu a tio n s  w h ile  y ie ld in g  th e  optim al r e tu r n .  The f l ig h t  c a p ita l  
d e p o s ite d  ab ro ad  by th e s e  e l i t e s  d e p le te s  t h e i r  home c o u n try  o f
v a lu a b le  fo re ig n  exchange. C a p ita l f l ig h t  has h is to r ic a l ly  been one 
o f  th e  most s u b s ta n t ia l b a r r ie r s  to  T h ird  World developm ent.
A second way in  which lo c a l e l i t e s  a re  in c luded  in  RICA
a c c u m u la t io n  schem es is  th ro u g h  c o n t r ib u t io n s  to  RICA  
c o u n te r in s u rg e n c y  e f f o r t s .  T h ird  World c a p ita l is ts  o f te n
s o lic ite d  by W este rn  in te l l ig e n c e  a g e n c ie s — n o ta b ly  
th e  CIA— f o r  fu n d s  needed to  conduct c o v e r t  o p e ra tio n s  a g a in s t  
n a t io n a l is t  te n d e n c ie s . And s in ce  th e y  have  a v a lu a b le  s take  in  th e  
s u r v iv a l  o f  RICA, o f  which th e y  a re  th em s e lves  members, th e  e l i t e s  
o f te n  o b lig e . An example o f  th is  was th e  US c o n tra  program  in  
N ic a ra g u a . W ealthy  e l i t e s  from  around  th e  w orld , in c lu d in g  Saudi 
arms d e a le r  Adnan K hognoshi and th e  S u lta n  o f  B ru n e i w ere s o lic ite d  
by CIA in te r m e d ia r ie s — u s u a lly  th e  Is r a e l is — f o r  c o n tr ib u tio n s  to  
th e  CIA*s c o v e r t  o p e ra tio n s  b ased  ou t o f  Honduras and C osta R ica.
F in a l ly ,  th e  lo c a l c l ie n t  regim e must be w illin g  to  fu n d  e i th e r  
i t s  own arm ed fo rc e s  o r  th e  arm ed fo rc e s  o f  a re g io n a l US m ili ta ry  
gendarm e to  c a r r y  ou t c o u n te r - in s u rg e n c y  a c t iv i t ie s  in  th e  re g io n .
'Chomsky, Noam. "The V ic to rs iH " , Z M agazine. J a n u a ry  1991. p .l0 .
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The lo c a l e l i t e  must a ls o  m a in ta in  c lo se  com m unications— e ith e r  
d ir e c t ly  o r  th ro u g h  a re g io n a l c o n d u it— w ith  th e  Pentagon . The lo c a l
. i U t a r y  a p p a ra tu s  i ,  u s u a lly  p u t in to  p U c .  by us fo rc e s , r e c r u i t s  
a r e  t r a in e d  by US a d v is o rs  US a ra s  t r a n s f e r s  to  th e  regim e a re  
v is ib le  and a t  a h igh le v e le  O fte n  th e  most s o p h is tic a te d  weaponry  
which th e  US s e lls  to  th e  re g io n a l regim e is  manned by US p e rs o n n e l. 
I t  is  o f f i c i a l  US arms p o lic y  "to  in f lu e n c e  th e  p o li t ic a l  o r ie n ta t io n s  
o f n a tio n s  which c o n tro l s t r a te g ic  re s o u rc e s ."  By 1950 th e  US was 
th e  b ig g e s t arms s u p p lie r  to  th e  T h ird  World, th e re b y  becoming th e  
p rim a ry  s u p p lie r  o f  w eaponry and m ilita ry  t r a in in g  to  v a rio u s  
re s o u rc e  s e c u r ity  s ta te s  which RICA had e s ta b lis h e d ^ .
The use o f  re s o u rc e  s e c u r ity  s ta te s  to  p e rp e tu a te  th e  neo­
c o lo n ia l and im p e r ia l aims o f  RICA, o f f e r e d  RICA w ith  a b u f f e r  zone 
from  d ir e c t  c o n fro n ta t io n  w ith  lo c a l n a t io n a lis t  movements. I t  a ls o  
a llo w ed  RICA to  manage i t s  g loba l re s o u rc e s  w ith o u t exposing i t s e l f  
to  th e  s c ru t in y  o f  th e  p o te n t ia l  c r i t ic s .
The need f o r  re s o u rc e  s e c u r ity  s ta te s  has been enhanced by 
th e  f a c t  t h a t  th e  d eve lop ed  c o u n tr ie s  o f  W estern  E urope, N o rth  
Am erica and Japan h a v e  become more depend en t on T h ird  World 
re s o u rc e s  to  s u s ta in  economic grow th . From 1979 to  1980 US 
dependency on im po rts  from  d e ve lo p in g  n a tio n s  in c re a s e d  te n fo ld ,  
w h ile  th e  US became a d e b to r  n a tio n **.
B ecause o f  t h e i r  in c re a s e d  dependency on T h ird  World
^ C h o u d h ry , R aj. The G u lf:  Scram ble f o r  S e c u r ity . Sre e d h a r . D eh li. 1983.
p .86 .
^ H a rv e y , D av id . The C ond ition  o f  P o stm o d ern tv . B a s il B lackw ell LTD. 
O x fo rd . 1989. p .l4 7 .
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re s o u rc e s , th e  d eve lo p ed  n a tio n s  h ave  been fo rc e d  to  work 
c o lle c t iv e ly  in  o rd e r  to  p e rp e tu a te  th e  e x p lo ita tio n  o f th e  S outh ’ s 
re s o u rc e s . C o n fig u ra tio n s  such as th e  P a r is  C lub, th e  Club o f Roae, 
th e  Group o f  S even , GATT and th e  O rg a n iza tio n  f o r  Economic 
D evelopm ent h ave  em erged as c o lle c t iv e  b a rg a in in g  to o ls  o f  th e  
in d u s t r ia l iz in g  n a tio n s  when n e g o tia t in g  w ith  th e  G -7 7  (develop ing) 
c o u n tr ie s . And re s o u rc e  s e c u r ity  s ta te s  now p lay  an even more 
s ig n if ic a n t  ro le  in  RICA’ s accu m u lation  s t ra te g ie s .
South A f r ic a
South A f r ic a  a p ro to ty p e  re s o u rc e  s e c u r ity  s ta te  in  th e  
s e rv ic e  o f  RICA. I n i t i a l l y  c u lt iv a te d  as a mining co lony. South  
A f r ic a  rem ain s  a c r i t i c a l  component in  th e  in te r n a t io n a l regim e o f  
c a p ita l  accu m u la tio n . South A f r ic a  is  th e  top p ro d u c er o f  p la tinum , 
m anganese and chrome o u ts id e  th e  S o v ie t Union. I t  is  th e  th ir d  
la r g e s t  p ro d u c e r o f  uranium  and by f a r  th e  le a d in g  p ro d u c er o f  gold 
and diamonds*".
Much o f  th e  South A fr ic a n  m ining in d u s try  is  c o n tro lle d  by th e  
huge A nglo -A m erican  C o rp o ra tio n . Though based in  South A f r ic a ,  th e  
company is  s t i l l  c lo s e ly  h e ld  by th e  Lo ndon -based  Oppenheim er 
fa m ily . A ng lo -A m erican  owns E n g le h a rd  M in e ra ls  Co., th e  w orld ’ s 
la r g e s t  p ro d u c e r o f  p re c io u s  m eta ls . In  C anada, w here th e  company 
a ls o  has  uranium  in t e r e s t s ,  A ng lo -A m erican  is  t ie d  to  Rio T in to  Z inc  
th ro u g h  in te r lo c k in g  d ir e c to r a te s .  Rio T in to  Z in c  is  in  tu rn  t ie d  to
*®Ridgeway, ja m e s . Who Owns th e  E a r th . M acM illan P u b lis h in g . New York. 
1980. p .8 .
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R oyal D u tc h /S h e ll, which s t i l l  ru n s  South A f r ic a ’s la r g e s t  r e f in e r y  
a t  D urban , a lo n g  w ith  BP’* . A ng lo -A m erican  is  a ls o  a f f i l i a t e d  w ith  
D eB e e rs , which has a monopoly on th e  w orld ’s diamond t r a d e , and  
mines n o t on ly  in  South A f r ic a ,  b u t a ls o  in  Z a ire , Namibia and  
B otsw ana. A n g lo -A m erican  owns a t o ta l  o f  2 7 0  companies around  th e  
w orld  engaged in  e v e ry th in g  from  tim b e r to  f in a n c e  to  r e a l  e s ta te  to  
m ining. B es ides  i t s  in te r lo c k in g  d ir e c to r a te s  w ith  Rio T in to  Z inc , th e  
company has seven  in te r lo c k s  w ith  D eB eers  and one w ith  R u s tin b erg  
P la tin u m  M ines , which produces 30X o f th e  w orld ’ s p la tinum . A n g lo - 
Am erican a ls o  has b ig  mines in  Zambia and Zimbabwe %  The US is  
h e a v ily  d ep en d en t on South A fr ic a n  fe rro c h ro m e , which Union  
C arb id e  m a n u fa c tu re s  in  th e  l a t t e r  c o u n try . And South A fr ic a n  
m anganese is  w ide ly  used by th e  US s te e l in d u s try . T h e
m in o r i ty - r u le  a p a r th e id  system  a llow s f o r  maximum m an ag eab ility  o f  
re s o u rc e s  by th e  reg im e. And h e a v y -h a n d e d  re p re s s io n  is  used to  
su p p ress  d em o cra tic  te n d e n c ie s . R ecent p ro c lam atio n s  by P re s id e n t  
F.W. De K le rk  th a t  a p a r th e id  is  be ing  s low ly d ism an tled  h ave  been  
c h a s t is e d  by th e  A fr ic a n  N a tio n a l Congress as  o v e rs ta te m e n t. 
B lacks , who r e p r e s e n t  68% o f  th e  p o p u la tio n , a re  s t i l l  not a llow ed to  
v o te . And in  o rd e r  to  a s s u re  a co n tin u o u s  flo w  o f  s t r a te g ic  m etals  
to  th e  W est, th e  regim e is  n o t ab o u t to  a llow  dem ocracy to  e x is t .
L o ca l c a p ita l is ts  such as th e  Rand and R u p e rt fa m ilie s  have  
become b e n e f ic ia r ie s  o f  th e  reg im e ’ s accum ulation  scheme. The
♦•Ridgeway, Jam es. Who Owns th e  E a r th . M acM illan  P u b lish in g . New York. 
1980. p .8 .
•^Ridgeway, Jam es. Who Owns th e  E a r th . M acM illan P u b lish in g . New York. 
1980. p .7 2 .
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South  A fr ic a n  M il i ta r y  j *  arm ed and t r a in e d  in  p a r t  by Is r a e l ,  which  
m ere ly  a c ts  as a c o n d u it f o r  U n ite d  S ta te s  and W estern  European  
arm am ents . South  A f r ic a  has a ls o  su p p o rted  c o u n te r - re v o lu t io n a ry  
groups f ig h t in g  l e f t i s t  governm ents in  th e  reg io n  in c lu d in g  RENAMO 
in  Mozambique, Jonas Savim bi's  UNITA fa c t io n  in  Angola and r ig h t -  
wing c o n tra s  in  Zimbabwe and Nam ibia, which only re c e n t ly  ce ase d  to  
be an appendage o f  South A f r ic a .  In  summation South A f r ic a  has  
s e rv e d  as a p ro to ty p e  re s o u rc e  s e c u r ity  s ta te  f o r  RICA. I t  is  ru le d  
by a m in o rity  e l i t e  which is  th u s  h ig h ly  m anageable. I t  has been  
w illin g  to  a llo w  f o r  th e  e x tra c t io n  o f cheap re s o u rc e s  by 
m u ltin a tio n a l c o rp o ra tio n s . L o ca l e l i t e s  have  been in c lu d ed  in  
re g io n a l accu m u la tio n  schemes to  a s s u re  t h e i r  lo y a lty  to  RICA. And 
th e  S o u th  A f r i c a n  m i l i t a r y  h a s  c a r r ie d  o u t n u m ero u s  
c o u n te r in s u rg e n c y  fo ra y s  on b e h a lf  o f  RICA.
Z a ire
In  c e n t r a l  A f r ic a  Z a ire  must be seen as a n a tio n a l re s o u rc e  
s e c u r ity  s ta te  f o r  RICA. P re s id e n t  Mobutu S e s e -S e ik o  is  re p o r te d  to  
be one o f  th e  r ic h e s t  men in  th e  w orld , w h ile  th e  m a jo rity  o f  
Z a ire a n s  go h u n g ry . H is d ic ta to r s h ip  was e s ta b lis h e d  when B elg ian  
and US fo rc e s  d e fe a te d  C ongolese n a t io n a lis ts  in  th e  m id -60s and  
p a r t i t io n e d  Z a ir e  from  th e  Congo. P a tr ic e  Lumumba, a Congolese  
n a t io n a l is t  le a d e r  was re p o r te d ly  a s s a s s in a te d  by th e  CIA. Mobutu 
and h is  e n to u ra g e  a r e  p a r t  o f  th e  m in era l accum ulation  scheme and  
h is  fo rc e s  s ta n d  re a d y  to  d e fe n d  c a p ita l  in te r e s ts  in  th e  re g io n .
Z a ire  has  r ic h  d e p o s its  o f  co p p er, c o b a lt , uran ium , plutonium  and
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o th » r  s t r a te g ic  m in e ra l* , mined by W estern  m u ltin a tio n a ls  lik e  Rio 
T in to  Z inc . 75% o f  US c o b a lt i *  o b ta in ed  from  mines in  Shaba  
p ro v in c e  in  Z a i r e ^  Z a ire  is  th e  only c o u n try  o u ts id e  th e  US and  
Canada to  h a v e  p itc h b le n d e  d e p o s its  w here  c o b a lt is  found . C o b a lt 
is  e x tre m e ly  s t r a te g ic ,  due to  i t s  a b i l i t y  to  w ith s ta n d  h e a t  up to  
2 0 0 0  d e g re e s  F a h r e n h e it .  I t  is  e s s e n t ia l  in  th e  assem bly o f  j e t  
e n g in e s , in te r c o n t in e n ta l  b a l l is t ic  m is s iles  and many o th e r  weapons 
system s. Z a ire  a ls o  produces ample copper and is  th e  second la r g e s t  
p ro d u c e r o f  in d u s t r ia l  diamonds in  th e  world**.
O th e r  R esource S e c u r ity  S ta te s  
T h e ir  a r e  num erous c o u n tr ie s  th ro u g h o u t th e  w orld which 
h ave  a t  one tim e o r  a n o th e r  s e rv e d  as re s o u rc e  s e c u r ity  s ta te s  f o r  
RICA. These in c lu d e  C h ile  u n d er G e n e ra l A ugusto P in o ch e t, P arag uay  
u n d e r G e n e ra l A lf re d o  S tro e s s n e r  and In d o n e s ia  un der G en era l 
S u h a rto . South K o rea , K en ya, P a k is ta n , T u rk e y , E gypt, th e  
P h ilip p in e s , E l S a lv a d o r , B ra z il ,  Papua New G uinea and Mexico ( f a s t  
e a rn in g  th e  re p u ta t io n  o f  th e  "Saudi A ra b ia  o f  N o rth  Am erica" f o r  
i t s  much la r g e r  th a n  p re v io u s ly  exp ected  o il re s e rv e s )  must a ls o  be 
seen  as re s o u rc e  s e c u r ity  s ta te s  in  s e rv ic e  o f  th e  RICA. Each  
c o u n try  c o n ta in  v a lu a b le  s t r a te g ic  re s o u rc e s . Each ex p e rie n c es  
la rg e  in fu s io n s  o f  W estern  d ir e c t  in v e s tm e n t. Each is  home to  a  
sm all ru lin g  c a p i t a l is t  e l i t e ,  which ru le s  ty r a n n ic a l ly .  And each
♦•Ridgeway, Jam es. Who Owns th e  E a r th . M acM illan P u b lish in g . New York, 
1980. p .m .
♦•Ridgew ay, Jam es. Who Owns th e  E a r th . M acM illan P u b lis h in g . New York. 
1980. p.123.
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m a in ta in #  e i t h e r  d ir e c t  o r  in d ir e c t  t ie #  to  th e  US m ilita ry .
T h ese  c l ie n t  reg im e# would become in c re a s in g ly  im p o rta n t to  RICA 
in  managing g lo b a l re s o u rc e  system s, s in ce  RICA has become s te a d ily  
more d ep en d en t on T h ird  World re s o u rc e s  to  prop up th e  g lobal 
c a p i t a l is t  economy. £2% o f  a l l  p r o f i ts  g e n e ra te d  by US companies 
a lo n e  a re  now made from  d ir e c t  in v e s tm e n t in  th e  T h ird  World. And 
o f  th o se  p r o f i t s  a re  g e n e ra te d  from  o i l" .  B ecause o f  th is  
h e a v y  dependence on th e  e x p lo ita tio n  o f  T h ird  World o il re s o u rc e s  to  
m ain ta in  p r o f i t  m arg ins, RICA has had to  be e s p e c ia lly  cunn ing when 
d e a lin g  w ith  OPEC.
In  1975 H en ry  K is s in g e r  fo u n d ed  th e  In te r n a t io n a l E nergy Agency  
(lEA), which would fu n c t io n  as a c o lle c t iv e  b a rg a in in g  to o l o f  th e  
in d u s tr ia l iz e d  n a tio n s  f o r  n e g o tia t in g  w ith  OPEC. The US qu ickly  
came to  dom inate th e  lEA, much lik e  th e  Saudis dom inates OPEC*‘. 
T h a t same y e a r  OPEC, which had em erged from  th e  1973 b o yc o tt  
d e te rm in e d  to  c r a f t  re g io n a l s o lu tio n s  to  i t s  own dependency on 
N o rth  consum er n a tio n s  in  o b ta in in g  th e  h a rd  c u rre n c ie s  n e c e s s a ry  
to  fu n c tio n  in  th e  g lobal c a p i t a l is t  economy, is s u e d  "The Solemn 
D e c la ra tio n ,"  vowing to  seek a more ju s t  and e q u ita b le  New 
In te r n a t io n a l  Economic O rd e r" . T h is , in  tu r n , led  to  th e  C o n fe re n c e  
on In te r n a t io n a l  Economic C o o p era tio n  in  P a r is , w here 19 d eve lo p in g
"Sam pson, A nthony. The Seven S is te rs *  The G re a t O il Companies and th e  
World Th ev Made. V ik ing  P re s s . New York. 1975. p .l0 9 .
» *A h ra r i, Mohammed E. OPEC: The F a ll in g  G ia n t. U n iv e rs ity  o f  K entucky  
P re s s . L e x in g to n . 1986. p .40 .
" E n g le r ,  R o b e rt. The B ro th erh o o d  o f  O il. Un iv e r s ity  o f  Chicago P re s s .  
C hicago. 1977. p .33 .
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c o u n tr ie s  from  G -7 7  met w ith  8  in d u s tr ia l iz e d  n a tio n s  to  d iscu ss  th e  
em ergence o f  a more e q u ita b le  economic o rd e r .
A lg e r ia  s p e a rh e a d ed  th e  n o n -a lig n e d  South s o lid a r ity  movement 
which had pushed f o r  th e  c o n fe re n c e , encourag ing  a tr ic k le -d o w n  o f  
OPEC’ s s u rp lu s  to  d e v e lo p in g  n a tio n s . But th e  lEA showed up
r e fu s in g  ta lk  ab o u t «"V  s ig n if ic a n t  re fo rm s  th a t  might h ave  le d  
to  a more e q u ita b le  g loba l economy, demanding th a t  in s te a d  th e  
c o n fe re n c e  fo c u s  s o le ly  on e n e rg y . T h e ir  b e llig e re n c e  s c u tt le d  th e  
e n t ir e  con ference® *,
K is s in g e r ’ s In te r n a t io n a l  E nergy  Agency was not th e  only  
mechanism employed by RICA to  s u b v e rt n o n -a lig n e d  and OPEC 
a tte m p ts  a t  a more e q u ita b le  w orld  economic o rd e r. In  1982 th e  
In te r n a t io n a l  M o n e ta ry  Fund was d e s ig n a te d  th e  c e n tr a l  a u th o r ity  
f o r  e x e rc is in g  c o lle c t iv e  c a p ita l is t  power v is - a - v is  T h ird  World 
d e b to r  n a tio n s  In  e f f e c t ,  i t  became a c o lle c tio n  agency f o r  N o rth  
m u lt i la te r a l  and b i la t e r a l  len d in g  in s t i tu t io n s ,  which had le n t  money 
to  T h ird  World b o rro w e rs . A u s te r i ty  m easures meted out by th e  IMF 
provoked r io ts  in  B ra z il ,  Jam aica, P e ru , Sudan and Egypt®*.
In  1989 IM F -m and ated  a u s te r i t y  m easures in  V en ezu e la  produced  
th r e e  days o f  r io ts  in  C a ra c a s , a s ta te  o f  em ergency and 3 0 0  
d e a th s . Though V e n e zu e la  had f a i t h f u l l y  a g re e d  to  rep ay  t h e i r  $28  
b ill io n  d e b t, b an ke rs  had stopped le n d in g  to  th e  c o u n try . P re s id e n t  
C arlo s  A ndres P e re z  c a lle d  th e  move "economic to ta lita r ia n is m ."
®*DPEC A nnual R ep o rt. G e n e ra l S e c r e t a r ia t .  V ien n a , A u s tr ia . 1989. p .8.
«♦H arvey, D av id . The C ond ition  o f  P o stm o d ern tv . B a s il B lackw ell LTD. 
O x fo rd . 1989. p .170.
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I t  is  in s t r u c t iv e  o f  a la r g e r  c r is is  o f  in te r n a t io n a l c a p ita l is a  
t h a t  th e  deve lo p ed  n a tio n s  h ave  been fo rc e d  to  fo r a  c o lle c t iv e  
b a rg a in in g  u n its  to  n e g o tia te  RICA's deaands w ith  T h ird  World 
p ro d u c e r n a tio n s . I t  is  f r o a  th is  la r g e r  c o n te x t o f  c r is is  which th e  
e s ta b lis h a e n t  o f  re s o u rc e  s e c u r ity  s ta te s  a u s t a ls o  be view ed. 
W ere i t  n o t f o r  th e  in h e re n t  in s e c u r ity  in v o lv e d  in  th e  n e o -c o lo n ia l 
e x tra c t io n  o f  raw  a a te r ia ls  f r o a  South n a tio n s  by th e  v a rio u s  
c a p i t a l is t  ia p e r ia l is t  e x te n s io n s  o f  RICA, th e r e  would be no need f o r  
th e  ia p o s it io n  and e n fo rc e a e n t  o f  re s o u rc e  s e c u r ity  s ta te s .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
CHAPTER 3
IRANI A R eso u rce  S e c u r ity  S ta te  in  th e  P e rs ia n  G u lf  Region,
1951-1978
”O u r whole p o lic y  has been based  on th e  e a io r  prem ise th a t  th e  two 
key c o u n tr ie s  in  th e  a re a  a r e  Saudi A ra b ia  and Ir a n .  We b e lie v e  th a t  
a re s  p o lic ie s  th a t  we h a v e  p u rsu ed  in  r e la t io n s h ip  to  Saudi A rab ia  
and Ir a n  in  p a r t ic u la r  can c o n tr ib u te  to  g r e a te r  re g io n a l 
cooperation .**
-J o s e p h  S isco , Nixon U n d e rs e c re ta ry  o f  S ta te
**We say to  th e  w orld  c a p ita l is e  th a t  i t s  methods o f d e a lin o  w ith  us 
a re  r e je c te d  and we s h a ll combat th e e . We must e x e rc is e  com plete  
n a tio n a l c o n tro l o v e r  ou r re s o u rc e s . The q u es tio n  is  no t one o f  
so c ia lism , b u t one o f  n a t io n a l s o v e re ig n ty , as l i f e  and d ea th  re g a rd s  
us a l l ,  we, th e  c h ild re n  o f  th e  T h ird  World. ' -H o u ra r i Boumedienne
Ir a n  has long been o f  g r e a t  s t r a te g ic  im portance to  RICA. And th e  
c o u n try ’ s v a s t  o il r e s e r v e s , high p o p u la tio n  and la rg e  gross  
n a tio n a l p ro d u ct make i t  s t i l l  a m uch-coveted  a re a  o f  o p era tio n s  f o r  
RICA. From 1951, fo llo w in g  th e  CIA o v e rth ro w  o f Mohamed Mossadegh, 
u n t i l  th e  Ir a n ia n  R evo lu tio n  o f  1978—79 , I r a n — le d  by Shah Reza 
P a h le v i— s e rv e d  RICA as a re s o u rc e  s e c u r ity  s ta te  in th e  P e rs ia n  
G u lf  re g io n . Nixon would in  1969 a r t ic u la t e  th e  Guam D o c tr in e , which 
em phasized Ir a n  and S audi A ra b ia  as th e  **twin p illa rs ** o f  US fo re ig n  
p o lic y  in  th e  P e rs ia n  G u lf  re g io n . When d is c u s s in g  th e  management 
o f  th e  re s o u rc e  o f  o il by RICA in  th e  M iddle E a s t, i t  is  im p e ra tiv e  to  
d isc u s s  Ir a n  u n d e r th e  S hah’ s ru le  as a re s o u rc e  s e c u r ity  s ta te  f o r  
RICA. In  1943 th e  US e s ta b lis h e d  a m ilita ry  command in  Ir a n  w ith  th e
44
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s ig n in g  o f  th e  T e h ra n  A greem ent"^ B r i t is h  P etro leum  ( f i r s t  known 
as A n g lo -P e rs ia n  O il Co. and l a t e r  as A n g lo -Ira n ia n  O il Co.) h e ld  a
v i r t u a l  monopoly on Ir a n ia n  c ru d e . And Chase M an h a ttan  became th e  
p rim a ry  p e tro -b a n k  in  I r a n .
B ut in  1951 th e  Tudeh P a r ty  (M asses P a r ty )  and th e  N a tio n a l F ro n t  
succeeded  in  e le c t in g  Mohammed Mossadegh as Prime M in is te r .  
Mossadegh was a s tro n g  n a t io n a l is t  and im m ediate ly  announced h is  
in te n t io n  to  n a t io n a liz e  B r i t is h  P e t r o l e u m B P  responded by 
o rg a n iz in g  an in te r n a t io n a l  b o y c o tt o f  Ir a n ia n  cru d e  and by c a llin g  
on t h e i r  lo n g -tim e  a s s o c ia te s , th e  D u lles  b ro th e rs , f o r  h e lp . A llen  
and John F o s te r  D u lle s — th e n  CIA D ire c to r  and S e c re ta ry  o f  S ta te  
r e s p e c t iv e ly — had bo th  worked w ith  S u lliv a n  & Cromwell, which  
re p re s e n te d  B r i t is h  P etro leum  in  th e  US® .̂
H, Norman S c h w a rtzko p f ( f a t h e r  o f  G e n e ra l S ch w artzko p f o f  
G u lf War fam e) and K erm it R o o s e v e lt le d  a CIA ex p ed itio n  known as  
"O p era tio n  Ajax" and w ith in  days Mossadegh was deposed, w h ile  th e  
Shah f le w  in to  T e h ra n  from  Rome on a p lan e  w ith  A lle n  D u lle s " .
The Reign o f  th e  Shah 
By e a r ly  1954 th e  US J u s t ic e  D ep artm en t had g iven  th e  US
" H u re w itz , J.C. Diplom acy in  th e  N e a r  and Middle E ast* A D ocum entary  
Record: 1914-1956 . D. Van N o s tra n d  Company, In c . P rin c e to n , 1956. p .l6 0 .
^ H u re w itz , J.C . Diplom acy in  th e  N e a r  and Middle E a s t: A D ocum entary  
Record: 1914-1956 . D. Van N o s tra n d  Company, In c . P rin c e to n . 1956. p .25 .
^  A lb e r t ,  D av id . T e l l  th e  A m erican People: P e rs p e c tiv e s  on th e  Ir a n ia n  
R e v o lu tio n . Movement f o r  a  New s o c ie ty . P h ila d e lp h ia . 1980.
" A lb e r t ,  D av id . T e ll  th e  Am erican People: P e rs p e c tiv e s  on th e  Ir a n ia n  
R e v o lu tio n . Movement f o r  a New S o c ie ty . P h ila d e lp h ia . 1980. p.31.
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Reion o f  th e  Shah  
By e a r ly  1954 th e  US J u s t ic e  D ep artm ent had g iven  th e  US 
S is te r s  (Exxon, M obil, C h evro n , G u lf  & Texaco) immunity from  a n t i ­
t r u s t  law  and E is en h o w er envoy H e rb e r t  H oover t r a v e l le d  to  T e h ra n  
to  h e lp  e s ta b lis h  th e  Ir a n ia n  Consortium "*. I t  c o n s is te d  o f  th e  
S even  S is te r s  p lus  th e  F re n c h  s t a t e —owned Compaignie F ra n ç a is e  de 
P e tro le s ** . BP rem ain ed  th e  most p o w e rfu l member w ith  a 40% s h a re .  
By 1957 th e  CIA h e lp ed  c r e a te  SAVAK, th e  Shah*s s e c re t  p o lic e . O ve r  
th e  n e x t tw e n ty  y e a rs  th e  two ag en c ies  would work c lo s e ly  on 
m a tte rs  o f  G u lf  s e c u r i ty ,  w ith  SAVAK o f f ic e r s  o c c a s io n a lly  
v e n tu r in g  to  M cLean, V irg in ia  f o r  t r a in in g * '.
A sm all group o f  e l i t e  fa m ilie s  c lo se  to  th e  S hah— Aalam, S a d r i,  
B a k h tiy a r i and Eqbal to  name a fe w — assumed c o n tro l o f  th e  Ira n ia n  
economy, along w ith  th ro n g s  o f  W estern  m u ltin a tio n a ls  who re c e iv e d  
ta x  h o lid a y s , exem ptions on im ported  m ach inery and lo w - in te r e s t  US 
governm ent approved  lo an s  f o r  upon in v e s tin g  in  Ir a n . Huge 
p e tro c h e m ic a l jo in t  v e n tu re s  w ere  e s ta b lis h e d  by B.F. G oodrich,
A llie d  C hem ical, Amoco and o th e r  W este rn  MNC’s in  K h u z is ta n . And th e  
r e f in e r y  a t  Abadan became th e  la r g e s t  in  th e  world**. The exchange  
o f  Ir a n ia n  o il f o r  US arm am ents became quid p ro  quo as th e  US
^R idgew ay , Jam es. Who Owns th e  E a r th . M acM illan P u b lis h in g . New York. 
1980. p .77 .
**M ik e s e ll, Raymond F. F o re ig n  In v e s tm e n t in  th e  Petro leum  and M in e ra l 
In d u s tr ie s . The John ’ s Hopkins P re s s . B a ltim o re . 1971.12# p .238 .
‘ ‘A lb e r t ,  D av id . T e ll  th e  A m erican People; P e rs p e c tiv e s  on th e  Ir a n ia n  
R e v o lu tio n . Movement f o r  a New S o c ie ty . P h ila d e lp h ia . 1980. p.6.
“ M ik e s e ll, Raymond F. F o re ig n  In v e s tm e n t in  th e  P etro leum  and M in e ra l  
In d u s t r ie s .  The John ’ s Hopkins P re s s . B a ltim o re . 1971.12# p .20 .
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a tte m p te d  to  b e e f  up th e  Ir a n ia n  m il i ta r y . The Shah was g iven  c a r te  
on US arms p u rc h a s e s  and US d e fe n s e  c o n tra c to rs  lik e  
Lockheed, F a ir c h ild  and N o rth ro p  re a p e d  th e  p r o f i t s .  Between 1 9 6 4 -  
1972, 4 ,6 0 9  Ir a n ia n s  w ere  t r a in e d  a t  US A ir  Force schools*’ .
The Shah was a lo y a l s e r v a n t  in  supp ly ing  cheap o il to  RICA. In  
r e tu r n  he would become one o f  th e  w e a lth ie s t  men in  th e  world**. In  
1967 Is r a e l  in va d e d  th e  S in a i P e n in s u la . E g yp tian  P re s id e n t N a s s e r  
was a s tro n g  n a t io n a l is t .  He had s ta te d  th a t  th e  p ro g re s s iv e  
s o c ia l is t  A rab  s ta te s  could  n e v e r  u n ite  w ith  th e  lik e s  o f  Saudi 
A ra b ia , who he denounced as a US puppet. N a s s e r  responded to  th e  
in v a s io n  o f  h is  c o u n try  by c lo s in g  th e  Suez C anal and c a llin g  on 
fe llo w  A rabs to  resp o n d  w ith  an o il embargo. The Arabs ag re e d  to  
b o y c o tt, b u t Ir a n ,  a long  w ith  V en ezu e la  and N ig e r ia , s tepped  up 
p ro d u c tio n . The d e c is io n  by th e  Shah to  b rea k  th e  A rab 's  embargo 
ra d ic a liz e d  many n a tio n s  o f  OPEC. Led by Ir a q  and A lg e r ia , th e  
r a d ic a l A rab n a tio n s  w ere  in c re a s in g ly  p it te d  a g a in s t th e  Shah. 
M eanw hile Saudi A ra b ia  fo rm ed th e  DAPEC in  an a tte m p t to  s ta v e  o f f  
p ro -N a s s e r  s e n tim e n t among A rab  c o u n tr ie s . Ir a q  in i t ia l l y  re fu s e d  
to  join*®.
B ut am idst a l l  th e  tu rm o il, th e  Shah rem ained a f a i t h f u l  a l ly  f o r  
RICA. The m ajor o il com panies s u rv iv e d  th e  Suez c lo s u re  q u ite  w e ll
**C houdhry, R a j. The G u lf*  Scram ble f o r  S e c u r ity . Sre e d h a r . D eh li. 1983. 
p .l9 .
**P rad o s , John. P re s id e n t 's  S e c re t  Wars: CIA and Pentagon O p era tio n s  
from  WWI Through Iran sc am . Q u ill W illiam  Morrow. New York. 1966. p .3 76 .
•®Rand, C h r is to p h e r . Making Dem ocracy S a fe  f o r  O il; Oilmen and th e  
Is la m ic  E a s t. L i t t l e ,  Brown & Co. B oston. 1975. p .l6 6 .
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mince th e y  had  by t h a t  tim e d eve lop ed  m upertanker#  which could no t 
pass th ro u g h  th e  Suez anyw ay. Th us, th e  c lo s u re  had th e  e f f e c t  o f  
h u r t in g  p r im a r ily  th e  in d ep e n d e n t com panies**.
In  1969 Mohamar Q a d d a fi had  come to  power a f t e r  a re v o lu tio n  in  
L ib y a . By 1970 Q a d d a fi had form ed LINOCO (th e  L ib yan  N a tio n a l O il 
C o rp o ra tio n ) and o rd e re d  l i f t i n g  caps on W estern  o il com panies. 
TAPLINE, ARAMCO*s p ip e lin e , which c a r r ie s  Saudi crude o v e r  1000  
m iles to  th e  M e d ite rra n e a n  p o r t  o f  Siddon, Lebanon, had been  
ru p tu re d  by P a le s t in ia n  g u e r r i l la s  and S y r ia , which TAPLINE c ro s s e s , 
g u a ra n te e d  L ib y a  t h a t  th e y  would keep i t  down f o r  2 7 0  days to  d r iv e  
up o il p r ic e s . B ut d e s p ite  th is  show o f  s o l id a r ity ,  i t  was th e  Shah o f  
I r a n  who a g a in  opened th e  sp igots  on b e h a lf  o f  W estern  o il  
com panies. O il supply was n o t a f f e c t e d  and p r ic e s  did no t go up** 
In  1970 L ib y a  announced T r ip o li  I ,  r e fu s in g  to  n e g o tia te  w ith  th e  
c a r t e l  c o l le c t iv e ly .  Ir a q  and A lg e r ia  supp orted  th e  move. One y e a r  
l a t e r  Q a d d a fi announced T r ip o li I I ,  w ith  n o n -n e g o tia b le  demands. 
T h a t same y e a r  in  T e h ra n , th e  Shah signed th e  T e h ra n  A greem ent, 
which r a is e d  th e  "tax" on th e  C onsortium  to  55%, b u t a ls o  g u a ra n te e d  
u n lim ite d  su p p lies  o f  o il to  th e  com panies. In d o n e s ia , A lg e r ia , Ira q  
and V e n e zu e la  p ro te s te d  th e  move**.
W ith th e  T e h ra n  A greem ent in  p la c e , th e  m ajors w ere a c tu a lly
“ O’D e ll,  P e te r .  An Economic Geography o f  O il. G. B e ll & Sons, LTD. 1963. 
p.130.
*^ A h ra ri, Mohammed E. OPEC; The F a ll in g  G ia n t. U n iv e rs ity  o f  Kentucky  
P re s s . L e x in g to n . 1986. p .29 .
“ A h r a r i ,  Mohammed E. OPEC: The F a ll in o  G ia n t. U n iv e rs ity  o f  K entucky  
P re s s . L e x in g to n . 1986. p .40 .
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S to c k p ilin g  h ig h -p r ic e d  o il d u rin g  th e  OAPEC-led A rab o il embargo o f  
1973. D e s p ite  a 25% c u t in  S aud i o il p ro d u c tio n , w orld  o il p ro d u ctio n  
in c re a s e d  by 8% o v e r  1972 p ro d u c tio n  le v e ls .  Much o f th is  came from  
I r a n ,  which a g a in  s e rv e d  as a lo y a l re s o u rc e  s e c u r ity  s ta te  f o r  
RICA. V e n e zu e la  and N ig e r ia  a ls o  s tepped  up p ro d u ctio n *’ . The y e a r  
th e  embargo began th e  S even  S is te r s  had shown a combined p r o f i t  o f  
$5 .4  b i l l io n . The y e a r  i t  ended th e  same companies showed a p r o f i t  
o f  $8 .4  b i l l io n — a 56% in c re a s e  in  p r o f i t s ’*. Meanwhile company o il
su p p lies  had in c re a s e d  by 5.5%. I t  was n o t th e  f i r s t  tim e th e  o il 
com panies p r o f i te d  from  c r is is .  N or would i t  be th e  la s t .
A side from  th e  S hah ’ s w illin g n e s s  to  allow  Ir a n ’ s o il re s o u rc e  to  
be e x p lo ite d  c h e a p ly  by RICA, he a ls o  s e rv e d  th e  fu n c tio n  o f  cond u it 
f o r  CIA c o v e r t  o p e ra tio n s . In  th e  la te  ’60s  th e  Shah began to  fu n n e l  
arm s, on b e h a lf  o f  Is r a e l  and th e  US, to  K urd ish  re b e ls  who w ere  
la u n c h in g  a tta c k s  on Baghdad. In  1972 H en ry  K is s in g e r  and th e  la te  
John C o n n e lly  t r a v e l le d  to  T e h ra n  to  d iscu ss  supp ort f o r  th e  K urds. 
Col. R ich ard  K ennedy, a K is s in g e r  a id , l a t e r  met w ith  K urd ish  le a d e r  
M u s ta fa  B a rz a n i’ s son to  d e l iv e r  $16 m illion  in  CIA m ilita ry  a id  to  th e  
K u rd s ’ *. In  1972 Ir a q  had tro o p s  f ig h t in g  in  S y r ia  and by arm ing th e  
K urds th e  US was a b le  to  s e t  up a n o th e r  f r o n t  in  i t s  c o v e r t  w ar  
a g a in s t  th e  tro u b leso m e a l-B a k r  reg im e. The Shah g lad ly  jo in e d  th is
*’ H a ll,  Gus. The E n ero v  R ip - o f f i  C auses and C ure. In te r n a t io n a l  
P u b lis h e rs  Co, In c . 1974. p .22 .
’ •M in tz , M orton & J e r r y  S. Cohen. Pow er In c . V ik ing P re s s . New York. 1976. 
p.2 3 6 .
’ ’P ra d o s , John. P r e s id e n t ’ s S e c re t  Wars: CIA and Pentagon O p era tio n s  
from  WWI Through Iran s cam . Q u ill W illiam  Morrow. New York. 1986. p.313.
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e f f o r t ,  happy to  see  Baghdad occupied w ith  th e  K urds . When Ir a n  and  
Ir a q  b rid g e d  some d i f fe r e n c e s  in  1975, CIA arms shipm ents to  th e  
K urds stopped. B a rz a n i w ro te  p e rs o n a l p lea s  to  H enry  K is s in g e r , to  
which he r e c e iv e d  no re p ly . P re s s e d  on th e  f a c t  th a t  th e  CIA had  
e f f e c t iv e ly  l e f t  th e  Kurds to  d ie  a t  th e  hands o f  th e  Ir a q is ,  one US 
o f f i c i a l  s a id , "C o v e rt a c tio n  should  n o t be c o n fu s e d  w ith  m iss ion ary  
w o rk ."^  Ir a n ia n  fo rc e s  had a ls o  in te rv e n e d  on b e h a lf  o f  RICA, 
along  w ith  J o rd a n ia n  and B r i t is h  tro o p s , to  p u t down th e  D h o fa r  
r e b e ll io n  in  Oman, which had in c lu d e d  Yemeni and Ir a q i  M arx is ts^ '.
The Shah had been a f a i t h f u l  c l ie n t  o f  RICA, re le g a t in g  h is  
c o u n try  to  th e  ro le  o f  re s o u rc e  s e c u r ity  s ta te ,  w h ile  c ru s h in g  
dom estic  o p p o s itio n  to  th is  s u b s e rv ie n t ro le  by way o f  SAVAK, h is  
b r u ta l  s e c r e t  p o lic e . The b e t t e r  h a l f  o f  th e  tw in  p i l la r s  had  
e n r ic h e d  RICA w h ile  s e rv in g  to  p ro te c t  P e rs ia n  G u lf o il from  
n a t io n a l is t  movements in  th e  re g io n . B ut n o th in g  would p re p a re  RICA 
f o r  w hat would happen in  th e  w a te rs h e d  y e a r  o f  1979.
The Ir a n ia n  R evo lu tio n  
The Ir a n ia n  R e v o lu tio n  o f  1 9 7 8 -7 9  was only one e v e n t o f  th a t  
y e a r  which saw RICA's s tra n g le h o ld  on Middle E a s t re s o u rc e s  
d e s ta b il iz e d  to  a p o in t o f  c r is is .  The S o v ie ts  had ro lle d  t h e i r  tanks  
in to  A fg h a n is ta n , M a rx is t re b e ls  had ta k e n  o v e r  in  E th io p ia , South  
Yemen had broken away from  N o rth  Yemen to  form  a M a rx is t s ta te  and
^ P ra d o s , John, P re s id e n t 's  S e c re t  Wars: CIA and Pentagon O p era tio n s  
from  WWI Through Iran sca m . Q u ill W illiam  Morrow. New York. 1986. p .314.
"M c N a u g h te r , Thomas L . Arms and O il. The Brookings In s t i tu t io n .  
W ashington , D.C. 1985. p .l0 3 .
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S h iU t *  u p r is in g s  rocked th e  H as i o i l  p ro v in c e  in Saudi A ra b ia . Y e t,  
d e s p ite  th e  m agnitude o f  th e s e  o th e r  e v e n ts ,  i t  was th e  o v e rth ro w  
o f  th e  Shah in  I r a n  which p a in ed  RICA th e  most.
By 1978, I r a n  had become th e  w orld ’ s f o u r t h  la r g e s t  oil p rod ucer,  
supp ly ing  18% o f  both J a p a n ’ s and West Germany’s o il needs, 50% o f  
I s r a e l ’ s o i l  and n e a r ly  100% o f  South A f r i c a ’ s % But in l a t e  1978, 
th e  Shah ’ s regim e began to  crumble u n d er  th e  w eight o f  an o il  
w orkers  s t r ik e  o rg an ized  by th e  Tudeh P a r ty  in K h u zis tan  and  
in c r e a s in g  c r i t ic is m  by th e  Is la m ic  M ullahs , who accused th e  Shah o f  
be ing  a s e c u la r  puppet o f  W este rn  consumerism. When th e  Shah was 
f i n a l l y  deposed and th e  A y a to l la h  Khomeini se ized  power, I r a n  c u t  i t s  
o il p ro d u c tio n  by 90%. RICA had aga in  s to ckp iled  o il and m anipulated  
world p ro d u ctio n  to  fe n d  o f f  a s h o rta g e . O il supply a c tu a l ly  
in c r e a s e d  by 6 ,6 % in  1979. The I r a n ia n  R evo lu tio n  had prov ided  th e  
major o i l  companies w ith  a n o th e r  p e rc e iv e d  c r is is  and th e y  promptly  
o v e rc h a rg e d  US consum ers by $2  b i l l io n ^ .
But w h ile  th e  o i l  companies aga in  p r o f i t e d  from a c r is is  
s i tu a t io n ,  RICA squirm ed. I r a n  had a po pu la tion  o f  4 0  m illion, a GNP o f  
$195 b i l l io n  (compared to  th e  S a u d i’s GNP o f  $79 b i l l io n ) ,  e s t im ate d  o il  
r e s e r v e s  o f  9 3  b i l l io n  b a r r e ls  and th e  most advanced US-made 
w eaponry in th e  re g io n . Khomeini took a h a rd  l in e  on o il p r ic e s  and  
denounced th e  G u lf  sheikdoms f o r  t h e i r  opulence and b e t r a y a l  o f  
Is lam .
▼♦Albert, D avid . T e l l  th e  Am erican People; P e rs p e c t iv e s  on th e  I r a n ia n  
R ev o lu t io n . Movement f o r  a New S o c ie ty .  P h i la d e lp h ia .  1980. p.2.
▼"Albert, David . T e l l  th e  American People; P e rs p e c t iv e s  on th e  I r a n ia n  
R e v o lu t io n . Movement f o r  a New S o c ie ty .  P h i la d e lp h ia .  1980. p.58.
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The US had  made a tte m p ts  to  head o f f  th e  m ullah’ s v ic to r y .  In  
1979 Gen. R o b e rt  H u y s e r ,  D eputy  Commander o f  American Fo rces  in  
Europe, had jo u rn e y e d  to  T e h ra n . T h e re  he e s ta b l is h e d  a coun cil o f  
g e n e ra ls  on th e  top f l o o r  o f  th e  T e h ra n  H ilto n . A plan was ha tc h ed  
w hereby I r a n ia n  m i l i t a r y  o f f i c i a l s  c lose  to  th e  Shah would ease  th e  
Shah out and ta k e  power b e f o r e  th e  mullahs could. But th e  p lan  
f a i l e d .  The CIA deve lop ed  a ba ck -u p  p lan  which would have  G e n e ra l  
O v e is i— one o f  th e  Shah’ s commanders— se ize  th e  K h u zis tan  
o i l f i e ld s  and d e c la r e  in d e p en d en c e^ . Meanwhile in  Kuwait C ity ,  
Zbigniew B rz e z in s k i met w ith  Saddam H usse in , th e  Emir o f  Kuwait and  
Saudi o f f i c i a l s .  I t  was decided t h a t  Saddam H ussein  should invade  
K h u z is ta n  and am putate  i t  from  th e  r e s t  o f  I r a n .  Saddam would 
r e c e iv e  K uw a iti  and Saudi f in a n c ia l  support, and was promised th e  
lo n g -d is p u te d  S h a t t  a l  A rab  w a te rw ay , which would prov ide  I r a q  with  
a ccess  to  th e  P e rs ia n  G u lf  and, th e  US hoped, make th e  lo n g -d is p u te d  
q u e s t io n  o f  Kuwait le s s  r e le v a n t ” . H ussein  was convinced t h a t  th e  
p red o m in an tly  A rab  people o f  K h u z is ta n  would see him as a l i b e r a t o r
from P e r s ia n  s u b ju g a tio n .
But th e  A rab  m a jo r ity  in  K h u z is ta n  had been badly m is tre a te d  
by th e  Shah and w ere  h ig h ly  s u p p o r t iv e  o f  th e  I r a n ia n  R evo lu tio n . I t  
was th e  Tudeh P a r ty  who o rg an ized  th e  o i l  w orkers  o f  K huz is tan  to  
c a r r y  out a p r o t r a c te d  o i l  s t r ik e  which he lp ed  b re a k  th e  back o f  th e  
S hah ’ s reg im e, d e s p ite  p r o te s ts  by th e  A y a to l la h ,  who was w o rr ie d
^Shoenm an, Ralph. I r a q  and Kuwait: A H is to r y  S uppressed. V e r i t a s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p.16.
^Shoenm an, Ralph. I r a q  and K uw aiti A H is to r y  Suppressed . V e r i ta s  P re ss .  
S a n ta  B a rb a ra ,  CA. 1990. p . l6 .
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t h a t  th e  m ullahs and c a p i t a l i s t s  would lo se  power” . When Saddam
H u s s e in  in va d e d  I r a n ,  he met w ith  f i e r c e  opposition from th e  o il
w o rk e rs . The I r a n / I r a q  w ar, which la s te d  e ig h t  y e a rs  and took o v e r  1 
m illion  l i v e s ,  had begun.
The y e a r  1979 had in deed  been a w a te rs h e d  y e a r  which 
d r a s t ic a l ly  changed th e  g e o p o li t ic a l  landscape o f  th e  Middle E a s t .  
In s p ir e d  by th e  te a c h in g s  o f  th e  A y a to l la h ,  th e  Is lam ic  
fu n d a m e n ta l is t  movement gained momentum a longside th e  growing  
numbers o f  A rab s , in c r e a s in g ly  sy m p ath e tic  to  Mohamar Q ad d afi 's  
d e n u n c ia t io n s  o f  RICA im peria lism . The unexpected I r a n ia n  
R ev o lu tio n , th e  S o v ie t  " in v a s io n "  o f  A fg h a n is ta n ,  th e  M a rx is t  coup in  
E th io p ia ,  th e  e s ta b lis h m e n t  o f  th e  s e p a ra te  M a rx is t  s ta te  o f  South  
Yemen (in 1990 N o rth  and South Yemen would again u n i fy )  and Shi’ i t e  
u p r is in g s  in s p ir e d  by th e  te a c h in g s  o f  th e  A y a to l la h  in Kuwait, I r a q ,  
Oman and Saudi A ra b ia  each c o n tr ib u te d  to  a g e n e ra l  atmosphere o f  
in s e c u r i t y  on th e  p a r t  o f  RICA^,
R e v o lu t io n a ry  c e l ls  had form ed th ro u g h o u t th e  reg io n . In Oman, 
th e  P o p u la r  F ro n t  f o r  th e  L ib e r a t io n  o f  Oman gained support. In  
B a h ra in ,  th e  N a t io n a l  L ib e r a t io n  F ro n t  and th e  N a t io n a l S tu d en t  
Union r a l l i e d .  In  Saudi A ra b ia , th e  Leban o n -b ased  P o p u la r  
D em o cra tic  U nion— which kep t c lo se  t ie s  to  th e  PLO— and the  A rab ian  
P e n in s u la r  P eop le 's  U nion— which N a s s e r  had he lped  e s ta b l is h  
in s p ir e d  S h i’ i t e  u p r is in g s  t h a t  rocked H as i p ro v in c e , home to  th e
^•Shoenman, Ralph. I r a o  and Kuwait; A H is to ry  Suppressed. V e r i ta s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p.21.
^ P e te r s o n ,  J .E . D e fe n d in g  A ra b ia .  St .  M a r t in ’ s P re s s .  New York. 1986. p.0.
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m a jo r ity  o f  Saud i o i l  r e s e r v e s * * .  And th e  s e iz u re  and subsequent  
occupation  o f  Kabbah by Is la m ic  fu n d a m e n ta l is ts  w ith  th e  backing o f  
l i b e r a l  in t e l l e c t u a ls  had u t i l i z e d  th e  Koran as a b a s is  f o r  
r e v o lu t io n a r y  a c t i v i t y .
The Twin P i l l a r s  p o licy  had f a l t e r e d .  The o v erth ro w  o f  Shah  
s ig n i f ie d  th e  end o f  I r a n 's  r o le  as  a re s o u rc e  s e c u r i ty  s t a te  f o r  
RICA and new s e c u r i t y  a rra n g e m e n ts  would h ave  to  be e s ta b l is h e d  to  
in s u re  RICA c o n tin u e d  access  to  P e rs ia n  G u lf  o il .  Up to  th is  po in t  
RICA had r e l ie d  s o le ly  on in d iv id u a l  re s o u rc e  s e c u r i ty  s ta te s  
(p r im a r i ly  in  th e  form  o f  Saudi A ra b ia  and I r a n )  to  p r o te c t  i t s  
p o s it io n  o f  power in  th e  re g io n . But th e  in h e r e n t  in s e c u r i ty  o f  
r e ly in g  s o le ly  upon th e s e  two n a t io n s ,  which had h is t o r ic a l ly  been a t  
odds w ith  each o th e r ,  to  a s s u re  RICA's c o n tin u e d  access to  th e  
s t r a t e g i c  G u lf  o i l f i e ld s  had become p a in f u l ly  obvious. I t  was now 
a p p a re n t  to  RICA t h a t  what was n e c e s s a ry  was a more com prehensive  
and manageable re g io n a l  re s o u rc e  s e c u r i tv  system.
••C houdhry , Raj. The G u lf :  Scramble f o r  S e c u r i tv .  Sre e d h a r .  D eh li.  1983. 
p/39 .
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CHAPTER 4  
The G u l f  C o o p e ra tio n  Councils  
A R eg ional R esource  S e c u r i ty  System
"The em ir i t  in  T r a n s jo r d a n ia  w here  1 p u t h ie  one Sunday a f te r n o o n  
in  Je ru sa lem ."  -W inston C h u rc h il l
"Only one f a c t o r  is  in v o lv e d  in  w here th e  p r ic e  o f  o il is  ooing to  o o -  
and t h a t  is  Saudi A ra b ia ."
-J o s e p h  S to ry /M id d le  E a s t  A n a ly s t / fo r m e r  ARAMCÜ o f f i c i a l
"We a r e  s t i l l  a poor c o u n try .  We lack  in d u s t r y ,  a g r ic u ltu re s  worse  
s t i l l  we lack manpower. We make our young people s tudy, th e n  send  
th e e  to  fo r e ig n  u n iv e r s i t i e s .  But i t  ta k e s  y e a rs  to  obtain  a d e c re e .  
Meanwhile we must im port e n g in e e rs ,  te c h n ic ia n s ,  etc ."
-SheiM Y a m a n i / fo r e e r  Saudi Oil M in is te r
"There  rem ains  no o th e r  co u rs e  f o r  n a t io n a l  and p ro g re s s iv e  fo rc e s  
except t h a t  o f  s t ru g g le  in a l l  i t s  fo rm s, even i f  th is  leads  to  
c u t t in g  o f f  o i l  supply l in e s . . .a n d  c los ing  down o il wells  in o rd e r  to  
d e p r iv e  th e  m onopolist, th e  em bezzler, th e  despot o f  th is  oil."
- a l - B a 'a t h  newspaper/Dam ascus 1966
Follow ing th e  I r a n ia n  R evo lu tio n  and th e  o th e r  a b o v e -  
m entioned d e s ta b i l iz in g  e v e n ts  o f  1979, RICA saw th e  need to  
e s ta b l is h  a more com prehensive  s e c u r i ty  system f o r  th e  
s a fe g u a rd in g  o f  RICA access  to  P e rs ia n  G u lf  c ru d e . I t  is  in  th is  
c o n te x t  t h a t  th e  fo rm a tio n  o f  th e  G u lf  C oopera tion  Council <GCC> in  
1981 must be seen as ta n ta m o u n t to  th e  ascendance o f  a more 
com prehens ive  and m anageable re g io n a l  re s o u rc e  s e c u r i ty  system . 
S audi A ra b ia  and th e  U n ite d  S ta te s  had pushed f o r  th e  a rra n g em e n t,  
as c o u n t r ie s  whose e l i t e  h ave  a v e s te d  i n t e r e s t  in th e  s u r v iv a l  o f
5 5
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RICA.
The GCC c o n s is ts  o f  Saud i A ra b ia ,  Kuwait, Oman, U n ited  A rab  
E m ira te s ,  Q a ta r  and B a h ra in .  Each o f  th e s e  n a t io n s , w ith  th e  
exception  o f  Oman which is  n o t a member o f  OPEC, is  a ban k er  OPEC 
n a t io n ,  w h ile  no in d u s t r ia l i z in g  OPEC n a t io n  is  in c luded  in  th e  GCC. 
Th is  a is  s ig n i f ic a n t  f a c t o r  and has d r iv e n  a wedge between th e s e  
two ty p e s  o f  n a t io n s  in  OPEC. Being b a n k e r  n a t io n s ,  th e  GCC is  more 
prone to  s e l l  o i l  c h e a p ly  to  RICA, w h ereas  th e  in d u s t r ia l iz in g  n a t io n s  
g e n e r a l ly  demand a h ig h e r  p r ic e  in  o rd e r  to  pay o f f  t h e i r  debts  to  
W estern  c r e d i to r s  and b u ild  i n f r a s t r u c t u r e  in  t h e i r  re s p e c t iv e  
c o u n tr ie s .
Upon fo rm a tio n  o f  th e  GCC, th e s e  c o u n tr ie s  im m ediately signed a 
GCC Economic A greem ent which cu lm in a ted  in  th e  e s tab lis h m e n t o f  a 
f r e e  t r a d e  zone. F o re ig n  w o rkers  move began to  move f r e e l y  across  
b o rd e rs ,  a common m arket was e s ta b l is h e d  and in d u s t r ia l ,  o il and  
d eve lop m enta l a id  p o lic ie s  w ere  harm onized*'. The fo rm ation  o f  th e  
GCC drew immediate c r i t ic is m  from S y r ia ,  I r a q  and th e  PLO who sa id  
th e  ag reem e n t d iv id e d  th e  A rab  League in to  “h a ve s  and h a v e -n o ts ."  
The fo u n d a t io n  o f  th e  GCC a ls o  d ra m a t ic a l ly  d i f f u s e d  th e  power o f  
th e  more t r a d i t io n a l  g e o -p o l i t ic a l  power c e n te r s  in  th e  re g io n , while  
e nhanc ing  th e  power o f  th e  G u lf  S ta te s .
• ‘K u b u rs i,  p. O il, In d u s t r ia l i z a t io n  and Developm ent in th e  A rab G u lf
S t a t e s .  Croom Helm. K en t, England. 1984. p.4.
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T h t  M a n a g e a b il i ty  o f  th e  GCC 
To f u l l y  u n d e rs ta n d  th e  s ig n if ic a n c e  o f  th e  fo rm atio n  o f  th e  
GCC one o u s t  f i r s t  a p p r e c ia te  th e  h is to r y  o f  fe u d a l  e l i t e  r u le  and  
European  c o lo n iz a t io n  which r e s u l t e d  in  th e  e x is te n c e  o f  th e  
sheikdoms which make up th e  GCC. The h is to r y  o f  s in g le - fa m i ly  r u le  
in  th e  G u lf  S ta te s  make th e s e  e n c la v e s  r ip e  f o r  manageable  
im position  o f  a re g io n a l  re s o u rc e  s e c u r i ty  s ta te  in  th e  P e rs ia n  G u lf  
re g io n  by RICA.
In  1914 th e  B r i t is h  r e s id e n t  in  th e  G u lf  promised Shaykh Mubarek  
a l —Sabah re c o g n it io n  o f  K uw ait in  exchange f o r  Kuwait's  he lp  in  
a t ta c k in g  th e  Turks  a t  S a fw an  in  Mesopotamia (now Ira q ) .  In 1917 the  
B r i t is h  made a c l ie n t  out o f  Ibn Saud, while  encouraging Arab  
tr ib e s m en  to  r e p e l  th e  Ottoman Turks from th e  G u lf  reg io n . T h a t  
same y e a r  th e  B a l fo u r  D e c la ra t io n  was s igned, g iv ing  B r i t is h  support  
f o r  a Jewish Homeland in  P a le s t in e  and a y e a r  l a t e r  th e  Ottomans  
w ere d e fe a te d * * .
I r a q ,  Saudi A ra b ia  and Jordan  were c a rv e d  out o f  th e  Ottoman 
Em pire, w hile  th e  t e r r i t o r i e s  o f  P a le s t in e  became p a r t  o f  
T ra n s  jo rd a n ia .  K uw ait, th e  T r u c ia l  S ta te s  o f  Oman (now UAE), th e  
Oman C oast (now Oman) and B a h ra in  were a l l  g iven B r i t is h  
p r o t e c t o r a te  s ta tu s .  In  1922 th e  T r e a ty  o f  Jeddah gave Saudi A rab ia  
independence from  th e  B r i t is h * * .  And d u rin g  th e  1920s th e  Saudis  
took Riyadh from  th e  Ottomans and both Mecca and Medina from th e
“ Fromkin, D avid . "How th e  Middle E a s t  Map Came to  be Drawn", 
Sm ithson ian . J a n u a ry  1991. p .l4 .
“ H u re w itz ,  j . c .  Diolomacv in th e  N e a r  and Middle E a s t:  A Docum entary  
Record: 1914-1956 . D. Van N o s tra n d  Company, In c . P r in c e to n .  1956. p . l l l .
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H ashem ites
On April 2 4 , 1 ,2 0  ‘ h .  F r .n ch  t h .  B r it i .h  p .g  . ig n .d  t h .  San
Reao A greem ent which d iv id e d  up o il  concessions between th e  two 
c o u n tr ie s .  W ith in two weeks th e  US had responded with  th e
p ro c lam atio n  o f  th e  "Open Door" P o l ic y "  Independent US o il 
companies such as S in c la i r  complained t h a t  th e  US government was 
d isc o u ra g in g  t h e i r  in vo lv e m e n t in  th e  Middle E a s t ,  and in s te a d  
s u p p o rt in g  th e  m ajors. Meanwhile  th e  Seven S is te r s  along with  
Compaignie F r a n ç a is e  de P e t r o le s  d iv id ed  Middle E a s t  o il  
c o n cess io n s . The I r a q i  P e tro leum  Company ( IP C -fo rm e r ly  th e  T u rk ish  
P etro leum  Co.) was dom inated by th e  B r i t is h  companies— Royal 
D u tc h /S h e l l  and BP. While IPC worked w ith in  th e  c o n f in e s  o f  th e  
in fam ous Red L in e  A greem ent, a s u b s id ia r y — Petro leum  Development 
T r u c ia l  C o a s t— began d r i l l in g  in  th e  T r u c ia l  S ta te s  in 19 35" .
But i t  was an Am erican company— S ta n d a rd  Oil o f  C a l i fo r n ia  (now 
C hevro n)— which f i r s t  s tru c k  o i l  in  B ah ra in  in 1932. Within a y e a r  
Socal had c u t  a d e a l w ith  Abdul Aziz ibn Abdul Rahman a l Saud f o r  
conceSssions in  Saudi A ra b ia .  By 1936 Socal had made Texaco a 
p a r t n e r ,  form ing C a lte x  as t h e i r  m arketing  arm. The two a ls o  ra n  th e  
B a h ra in  P etro leum  Company By 1947 both Exxon and Mobil, eye ing
"  O il Company is  H e a r t  o f  C o n fro n ta t io n " ,  Los Angeles Times. December 
16, 1990. p .C -5 .
•“H u re w itz ,  J.C. Diplomacy in  th e  N e a r  and Middle E a s t:  A Documentary  
Record; 1914-1956. D. Van N o s tra n d  Company, In c . P r in c e to n . 1956. p.75.
• •F e n e lo n , K.6 . The U n ite d  A rab  E m ira te s : An Economic and S oc ia l S u rve y .  
Longman Books. London. 1976. p .33 .
•■^Mikesell, Raymond F. & H o ll is  B. C h e n e ry . A rab ia n  Oil; America's S take in  
th e  Middle E a s t .  U n iv e r s i t y  o f  N orth  C a ro l in a  P re s s .  Chapel H i l l .  1949. p .55.
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l u c r a t i v e  Saudi o i l f i e ld s ,  skipped out o f  th e  IPC Red L ine  
A g re e a e n t  to  jo in  Socal and Texaco in  what would become known as  
ARAMCO (A rab ian  Am erican Oil Company). B r i t is h  Petroleum  and G u lf  
s h a re d  K u w a it i  c o n c e ss io n s . In  1949 th e  US majors c o n tro l le d  42% o f  
Middle E a s t  r e s e r v e s ,  w hile  th e  B r i t is h  companies c o n tro l le d  52%“ .
The B r i t is h  began to  g r a n t  independence to  i t s  G u lf  
p r o t e c t o r a te s  beg inn ing  in  1961 w ith  Kuwait and ending in 1971 when 
th e  U n ite d  A rab E m ira te s  w ere  form ed from seven d i f f e r e n t  
sheikdoms. B ut th e  B r i t is h  s t i l l  w ie ld  a g r e a t  d e a l o f  in f lu e n c e  o v er  
Oman, and B r i t is h  m e rc e n a r ie s  a r e  sa id  to  s t i l l  guard  members o f  th e  
r o y a l  fa m il ie s  in  a l l  s ix  GCC s ta te s * * .
The GCC s t a te s  a r e  r u le d  by fa m ily  m onarchies. And many o f  
th e s e  r u l in g  fa m i l ie s  a re  i n t e r - r e la t e d * * .  In  Kuwait th e  a l-S a b a h  
fa m ily  has r u le d  s ince  th e  S y k e s -P ic o t  agreem ent o f f i c i a l l y  formed  
K uw ait in  th e  m id-1920s . They d is s o lv e d  p a r l ia m e n t  in both 1975 and  
1986, a t  th e  u rg in g  o f  King Fahd, when opposition to  the  emir was 
growing**. C u r r e n t ly ,  no opposition  le a d e rs  s e rv e  in th e  K uw aiti  
C a b in e t ,  which is  a p p o in ted  by th e  em ir.
The a l -S a b a h  fa m ily  is  in fam ous f o r  i t s  op u len t l i f e - s t y l e ;  i t  is  
r e p o r te d  t h a t  most o f  K uw aitis  $ 6 -1 0  b i l l io n  in annu al o il re v e n u e  is
**M ik ese ll ,  Raymond F. & H o ll is  B. C h e n ery . A rab ian  Oil: Am erica's Stake in  
th e  Middle E a s t .  U n iv e r s i t y  o f  N o rth  C a ro l in a  P re s s . Chapel H i l l .  1949. p.57.
**M cN aughter, Thomas L. Arms and O il. The Brookings In s t i t u t io n .  
W ashington, D.C. 1985. p . l0 2 .
* *P e te rs o n , j . E .  D e fe n d in g  A ra b ia .  St .  M a r t in ’ s P re s s .  New York. 1986. 
p .20 5 .
* ‘H ero , D il ip .  "Uneasy L ie  th e  O il Kings Heads", The N atio n . Septem ber 17, 
1990. p . l3 .
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« p e n t on lu x u ry  item s. The New York Times has c a l le d  Kuwait, " less  a  
c o u n try  th a n  a fa m ily -o w n e d  o i l  company w ith  a  s e a t  in th e  UN.'** 
L ess  th a n  2 0  fa m i l ie s  c o n tro l  th e  economy o f  Kuw ait. Sheik J a b e r  
Ahmed a l  Sabah is  h im s e lf  w orth  $ 4 .8  b i l l io n ” .
In  Q a ta r ,  th e  r u l in g  a l - T h a n i  has in te r m a r r ie d  th roug hou t th e  
p o p u la t io n  to  c o n s o l id a te  t h e i r  r u le .  The same is  t r u e  in Saudi 
A ra b ia  w here  le s s  th a n  2 0  fa m i l ie s  t ie d  to  th e  th ro n e  c o n tro l  th e  
economy. Male members o f  th e  Saud fa m ily  now number o v e r  5 0 0 0 .
Crown P r in c e  A b d u llah — a h a l f - b r o t h e r  o f  King Faud— ru n s  th e  
N a t io n a l  Guard, w hile  P r in c e  S u lta n ,  P r in c e  N a y e f  and P r in c e  Salm an-  
- a l l  f u l l  b r o th e r s  o f  th e  K ing— a r e  th e  M in is te r  o f  D e fe n s e , th e  
M in is te r  o f  I n t e r i o r  and th e  g o v e rn o r  o f  R iyadh, r e s p e c t iv e ly  % 
King Faud h im s e lf  is  th e  second r ic h e s t  man in th e  world w ith  a 
p e rs o n a l  f o r t u n e  o f  o v e r  $18 b i l l io n .
In  th e  U n ite d  A rab  E m ira te s ,  th e  al-Maktoum  fa m ily  r u le s  in much 
th e  same manner. Sheikh Rasid b in  Sa id  a l  Maktoum is  Prime M in is te r .  
His e s t im a te d  n e t  w orth  is  a round  $4 b i l l io n .  His f o u r  sons hold th e  
o f f i c e s  o f  Deputy Prime M in is te r ,  M in is te r  o f  F inance  & In d u s t r y ,  
M in is te r  o f  D e fe n s e  and Commander o f  th e  Dubai D e fe n s e  F o rc e s .  
Two o f  them a r e  a ls o  b i l l io n a i r e s
* *B ra t to n ,  C h r is t in e  & Doug Henwood. "Saving Kuwait", L e f t  Business  
O b s e rv e r .  F e b r u a r y  2 8 , 1991. # 4 4 .  p .l.
M l’H u re w itz ,  J.C. Diplomacy in  th e  N e a r  and Middle E as t:  A Documentary  
Record: 1914-1956 . D. Van N o s tra n d  Company, In c . P r in c e to n . 1956. p.7.
* *A h r a r i ,  Mohammed E. OPEC: The F a l l in o  G ia n t .  U n iv e r s i ty  o f  Kentucky  
P r e s s .  L e x in g to n . 1986. p .363 .
W # i A P r ic e  Worth P ay in g  ", The B an ker. June 1988. p . l0 .
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F o r  th e  regim e o f  in t e r n a t io n a l  accum ulation i t  is  much e a s ie r  to  
manage th e  f lo w  o f  r e s o u rc e s  th ro u g h  c o r ru p t ib le  m onarchies, th an  
to  d e a l w ith  much more cumbersome system s o f  dem ocratic  r u le .  The 
fa m i l ie s  which r u le  th e  GCC s t a te s  h ave  a long h is to ry  o f  being  
"bought o f f "  by c o lo n iz in g  fo r c e s  in  one way o r  a n o th e r .  The v a s t  
r e s e r v e s  o f  o i l  which th e  fa m i l ie s  hold sway o v e r ,  combined with  
RICA'S d e c is io n  to  impose a re g io n a l  re s o u rc e  s e c u r i ty  s ta te  th rough  
th e s e  m onarchies has  made th e  r u l in g  fa m il ie s  them selves  im p o rtan t  
p la y e r s  in  th e  regim e o f  in t e r n a t io n a l  c a p i ta l  accum ulation.
P op u la tio n
A n o th e r  dimension which enhances th e  m anageab ility  o f  th e  GCC 
is  t h e i r  small p o p u la t io n s . D e s p ite  th e  perm eable l a y e r  which e x is ts  
betw een s t a te  and r u l in g  fa m ily  bank acco u n ts , th e  b i l l io n s  in o il  
re v e n u e  which th e  GCC ta k e s  in  each y e a r  e a s i ly  p rov id es  f o r  th e  
c o u n t r ie s '  t in y  p o p u la t io n s . Thus p e r  c a p ita  income in th e  U nited  
Arab E m ira tes  is  $15,720  and $ 1 3 ,6 8 0 /y e a r  in Kuw ait. By c o n t r a s t ,  
a v e ra g e  y e a r ly  e a rn in g s  in  Morocco equate  to  only $750 , while  p e r  
c a p i ta  income in  Egypt is  only $ 6 5 0 /y e a r * * .
Th is  d is p a r i ty  is  in s t r u c t iv e  o f  th e  d is t in c t io n  between th e  
"banker" OPEC n a t io n s  and th e  in d u s t r ia l iz in g  OPEC n a t io n s . The 
b a n k e r  n a t io n s  o f  th e  GCC h a v e  small p o p u la t io n s  and a re  w i l l in g  to  
a c c e p t  a lo w e r  p r ic e  f o r  o i l .  The in d u s t r ia l iz in g  n a t io n s , such as 
In d o n e s ia  and A lg e r ia ,  g e n e r a l ly  h ave  high po pu la tions  and push f o r  
h ig h e r  p r ic e s .
•‘ Ahmad, Eqbal. "N ightm are V ic to ry " ,  M o th e r  Jones. M a rc h /A p r i l  1991. p.7.
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B ut th e  above f ig u r e s  a r e  a ls o  m isleading. In  Kuwait one in  e v e ry  
f i v e  hundred  people a r e  m i l l io n a ire s .  But th o s e  who a r e  no t f a l l  f a r  
below th e  a b o v e -m en tio n e d  f ig u r e .  And w ith  th e  es ta b lis h m e n t o f  
GCC f r e e  t r a d e  zone, poor w orkers  from in d u s t r ia l iz in g  n a tio n s  have  
f lo c k e d  to  th e  GCC. T h e i r  wages f a l l  f a r  below p e r  c a p ita  income 
f ig u r e s  f o r  K uw ait. P r io r  to  th e  G u lf  War, out o f  4 .5  million people  
l iv in g  in  Saudi A ra b ia ,  one m illion  w ere  m igrant w o rkers , mostly from  
Yemen. 43% o f  th e  Saudi work fo r c e  were fo r e ig n e r s  whose incomes 
a re  no t f a c to r e d  in to  p e r  c a p ita  s t a t i s t i c s  %
In  p r e - w a r  K uw ait, th e  U n ite d  A rab E m ira tes  and Q a ta r  fo re ig n  
w orkers  outnum bered r e s id e n ts .  L a b o re rs  came from p laces  like  
Jo rd an , E gypt, P a k is ta n ,  Lebanon and In d ia  where deva lued  
c u r r e n c ie s  make o i l f i e l d  wages b e a ra b le ** .  P r io r  to  th e  I r a q i  
in v a s io n , only 60% o f  K u w a it i  males worked a t  a l l .  The s i tu a t io n  is
s im ila r  in B a h ra in ,  w here  an In d ia n  c o n t r a c t  w o rker is  pa id  an 
a v e ra g e  o f  $ 7 5 /m o n th * \
Cheap Oil
As was d is c u s s e d  in  C h a p te r  1, cheap la b o r  is  a f a c t o r  in RICA’ s 
schema f o r  r e ta in in g  a cheap o i l  supply. But th e  main f a c t o r  in  t h a t  
schema is  more p o l i t i c a l  in  n a tu r e .  While I r a n  f a l t e r e d  as a f a i t h f u l
’ ^B arne t, R ichard . "A R e p o r te r  a t  L a rg e :  The World’s Resources", The New 
Y o rk e r.  Pa r t s  I - I I I .  p .65.
**M cN aughter, Thomas L. Arms and O il. The Brookings In s t i tu t io n .  
W ashington, D.C. 1985. p .94.
**Sampson, A nthony. The Seven S is te r s :  The G re a t  Oil Companies and the  
World Thev  Made. Vik in g  P re s s .  New York. 1975. p.109.
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s u p p l ie r  o f  c ru d e  to  th e  regim e o f  in te r n a t io n a l  c a p i ta l  
accu m u la tion , th e  o th e r  "twin p i l l a r " — Saudi A ra b ia — has continued  
to  pump o il  a t  a c c e le r a te d  r a t e s  in  o r d e r  to  supply to  and support  
W estern  economies.
In  1974 Saudi A ra b ia ,  B a h ra in ,  U n ite d  A rab  E m ira tes  and Q a ta r  a l l  
became p r ic e  m odera tes . K uw ait adopted th e  same po sit ion  s h o r t ly  
t h e r e a f t e r .  One o f  th e  main re a s o n s  f o r  th is  was a new r e a l iz a t io n  
t h a t  t h e i r  huge r e s e r v e s  w ere  in e x t r ic a b ly  l in ked  to  th e  w e ll -b e in g  
o f  W estern  economies, which th e  r u l in g  e l i t e  o f  th e  GCC had by now 
in v e s te d  in . By c o n t r a s t ,  L ib y a , A lg e r ia ,  N ig e r ia  and I r a q  were p r ic e  
hawks *••.
Saudi A ra b ia  and K uw ait assumed th e  ro le  o f  "swing producers ,"  
which means t h e i r  o u tp u t  le v e ls  became a d ju s ta b le  accord ing to  
world m arket demand. A f t e r  th e  1973 Embargo th e  Saudis th r e a te n e d  
to  u n i l a t e r a l l y  c u t  th e  p r ic e  o f  c ru d e . The v e ry  t h r e a t  o f  such a 
d r a s t ic  move by th e  S aud is , who s i t  a top  2 5 5  b i l l io n  b a r r e ls  o f  
proven  o i l  r e s e r v e s ,  has k e p t th e  o il m arket suppressed. The U n ited  
A rab E m ira tes  and K uw ait r a t e  second and t h i r d  in  th e  world in  
proven  r e s e r v e s  w ith  9 8  and 9 4 .5  b i l l io n  b a r r e ls  r e s p e c t iv e ly  .
C u r r e n t ly  th e  GCC s h o r e l in e ,  which surrounds  th e  south side o f  
th e  P e rs ia n  G u lf ,  p roduces 40% o f  OPEC o i l  and c o n ta in s  42% o f  th e  
w o rld ’ s re s e r v e s * * * .  Y e t  th e s e  huge r e s e r v e s  remain la r g e ly
‘• •A h r a r i ,  Mohammed E. OPEC: The F a l l in o  G ian t. U n iv e r s i ty  o f  Kentucky  
P r e s s .  L e x in g to n . 1986. p.7.
**’OPEC A nnual R ep o rt . G e n e ra l  S e c r e t a r i a t .  V ienna, A u s tr ia .  1989.p.8.
‘•*Shoenman, Ralph. I r a q  and Kuw ait: A H is to r v  Suppressed . V e r i ta s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p.35 .
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untapped, g f  a l l  th e  o il  w e lls  o p e ra t in g  in  th e  world today , th e  GCC 
c o n ta in s  only 1X ‘“ .
Saudi A ra b ia  has f r e q u e n t ly  produced above OPEC quotas and sold
crude  f o r  le s s  th a n  gPEC p o ste d  prices**^. In  1981 and 1982 th e  
S audis  pumped in d is c r im in a te ly ,  a llow ing  th e  o il companies to  
s to c kp ile  and f u r t h e r  supp ress  th e  o il m arket. Sheik Yamani h im s e lf ,  
th en  Saudi O il M in is te r ,  to ld  an American te le v is io n  r e p o r t e r  t h a t  
th e  Saudis had e n g in e e re d  a world  o il g lu t  to  keep p r ic e s  low*".
The Saudis a ls o  w anted  to  ta k e  p roduction  from Ir a n ,  whom th e y  
f e a r e d  would now use excess  o i l  re v e n u e s  f o r  a f u r t h e r  arms buildup  
which could someday be used a g a in s t  th e  Saudis***. The Saudis a lso  
h e ld  huge and v u ln e ra b le  f in a n c ia l  r e s e r v e s  which made them e a g e r  
to  o v erp ro d u ce . The Saudis  a rg u e  t h a t  i f  th e  p r ic e  gets  too high  
consum er n a t io n s  may d e v o te  more tim e to  th e  development o f  
a l t e r n a t i v e  e n e rg ie s  which could take  th e  p lace o f  o il.
The regim e o f  in t e r n a t io n a l  c a p i ta l  accum ulation could not  
s u r v iv e  w ith o u t  c o n s ta n t  in fu s io n s  o f  o il  re v e n u e s  which high  
pro d u ctio n  a f f o r d s .  And GCC e l i t e s  a r e  now h e a v i ly  in v e s te d  in  
W estern  economies. S im i la r ly ,  GCC e l i t e s  could not l iv e  t h e i r  opulent  
l i f e s t y l e s  w ith o u t  h igh p ro d u ctio n  le v e ls  and c o r o l la ry  s a le s  o f
***Kubursi, A t i f  A. O il, In d u s t r ia l i z a t io n  and Development in th e  Arab G u lf  
S ta te s .  Croom Helm. K en t, England. 1984. p.4.
***"Oil Company is  H e a r t  o f  C o n fro n ta t io n " ,  Los Angeles Times. December 
16, 1990. p .A -5 .
**®Bratton, C h r is t in e  & Doug Henwood. "Saving Kuwait", L e f t  Business  
O b s e rv e r .  F e b r u a r y  2 8 , 1991. # 4 4 . p.3.
***Doran, C h a r le s .  Myth, O il and P o l i t ic s ;  In t ro d u c t io n  to  th e  P o l i t ic a l  
Economv o f  P e tro leu m . The F re e  P r e s s .  New York. 1977. p.142.
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cheap c ru d e .
By th e  s p r in g  o f  1986, w ith  US p r e s s u re  and GCC com plic ity , crude  
p r ic e s  had dropped to  below te n  d o l la rs  a  b a r r e l .  OPEC's 
in d u s t r ia l iz in g  n a t io n s ,  most s t i l l  o v e r  90% dependent on o i l  exports ,  
r e e le d  u n d e r  th e  p r e s s u r e  o f  low o i l  p r ic e s ,  while t h e i r  fo re ig n  debt  
l e v e ls  skyro c ke ted .
Meanwhile K u w a it i  and Saudi o i l  s u rp lu s e s  were being d iv e r te d  to  
Wall S t r e e t  in v e s tm e n ts ,  r a t h e r  th a n  in to  bu ild ing  even t h e i r  own 
i n f r a s t r u c t u r e s .  In  1990 25% o f  Saudi A ra b ia 's  1.4 b i l l io n  b a r r e ls  o f  
exp o rted  o il w ent to  th e  U n ite d  S t a te s ,  while  Kuwait and th e  U n ited  
A rab E m ira tes  s e n t  most o f  t h e i r  exp o rted  o il to  Japan. The US 
D ep artm ent o f  E nergy  has even  opened a h o t l in e  w ith th e  GCC oil  
m in is t r ie s .  As Hisham N a ze r , c u r r e n t  Saudi Oil M in is te r  and UCLA 
g ra d u a te  p o in te d  out about U S /Saud i r e la t io n s ,  "We now have a mutual 
bond o f  s e l f - i n t e r e s t  and r e c ip r o c a l  s e c u r i ty  in teres ts ."**^
As th e  GCC s e c u re s  more downstream in ve s tm e n ts  in  th e  o il  
in d u s t r y ,  th e y  w i l l  only become t h a t  much more w i l l in g  to  p rov id e  a 
cheap source o f  o i l  to  r e f i n e r i e s  and pe tro c h e m ic a l complexes which 
th e y  th e n  would own.
ARAMCO
P o s s ib ly  a more s ig n i f ic a n t  re a s o n  f o r  Saudi and GCC 
com plic ity  in  p ro v id in g  cheap  o il to  th e  consum er n a tio n s  a t  th e  
expense o f  OPEC's in d u s t r ia l i z in g  n a t io n s  is  t h a t  th e  major oil
" ^ T a n n e r , "Saudi A ra b ia  Rescinds Cuts in  Oil Output", Wall S t r e e t
J o u rn a l .  J a n u a ry  2 2 ,  1991. p .A -2 .
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companies r e t a i n  both in te r lo c k in g  r e la t io n s h ip s  w ith  and d i r e c t  
ow nersh ip  o f  th e  GCC o il  in d u s t r y .  The most im po rtan t such 
r e la t io n s h ip  consummates i t s e l f  in th e  S a u d i-b a s e d  A rab ian  
American O il Company (ARAMCO).
ARAMCO is  th e  la r g e s t  o i l  company in  th e  world, th r e e  times as 
la r g e  as Royal D u tc h /S h e l l .  I t  bo as ts  th e  la r g e s t  o il f i e l d  in th e  
world a t  Ghawar, th e  l a r g e s t  o f f - s h o r e  f i e l d  a t  S a fa n iy a ,  th e  most
expens ive  in d u s t r ia l  p r o je c t  (a r e f i n e r y  and p e trochem ica l complex 
a t  J u b a il )  e v e r  u n d e rta k e n  and th e  la r g e s t  p o r t  in th e  world a t  Ras 
T a n u ra .  B e r r i  and Abqaiq a r e  o th e r  la rg e  ARAMCO f ie ld s .  ARAMCO 
c o n tro ls  one—q u a r t e r  o f  th e  w orld ’s known oil r e s e r v e s ’**.
Founded by Socal (now C hevron) in  1938, ARAMCO came to  include  
Texaco, Mobil and Exxon as p a r t n e r s .  U nder a 1950 agreem ent  
r o y a l t ie s  pa id  by ARAMCO to  th e  Saudi A rab ian  government were used  
as ta x  c r e d i ts  f o r  th e  companies in  th e  US. As a r e s u l t  o f  th is  tax  
scheme, 1974 US ta x e s  f o r  ARAMCO members were as fo llow s: M obil-  
1.6%, Texaco-1.6%, Exxon-5.9% and C h e v ro n -4 .3% ’**.
As o f  1973 th e  US companies s t i l l  owned 75% o f  ARAMCO. In 1974, 
as p a r t  o f  p o st-em b arg o  n e g o t ia t io n s ,  th e  Saudis in c re a s e d  t h e i r  
s h a re  to  60%. And in  1980, ARAMCO was r e le g a te d  to  th e  r o le  o f  
s e r v ic e  c o n t r a c t o r ” *. But d e s p ite  common a s s e r t io n s  by numerous 
s c h o la rs  t h a t  ARAMCO was f u l l y  n a t io n a l iz e d  by th e  Saudi governm ent
***"Arabian Might", The Economist. December 24 , 1988. p.79
’**M intz, Morton & J e r r y  S. Cohen. Power In c . Viking P re s s . New York. 1976.
p.216.
A ra b ia n  Might", The Economist. December 24 , 1988. p.79
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t h a t  y e a r ,  Exxon C o rp o ra t io n ’ s 1990 10K f i l i n g  to  th e  SEC s t i l l  l i s t s  
Exxon O v e rs e a s  C o rp o ra t io n ,  a w holly -ow ned s u b s id ia ry  o f  Exxon 
C o rp o ra t io n , as  a 28.33% owner o f  A ra b ia n  American Oil Company*".
Aside from th is  obvious d is c re p a n c y , ARAMCO m ainta ins c lose  t ie s  
to  i t s  p a r e n t  US c o rp o ra t io n s .  ARAMCO’ s a f f i l i a t e  Petrom in o p e ra te s  
jo in t  v e n tu r e  r e f i n e r i e s  w ith  both S h e ll  (a t  Jeddah) and Mobil (a t  
Yanbu). In  a d d it io n  Mobil owns 29% o f  th e  Saudi lube o il m a rk e te r  
P e tro lu b e  and 30% o f  th e  L u b e r e f  R e f in e ry * * *  ARAMCO
s u b s id ia r ie s  a ls o  o p e ra te s  two jo in t  v e n tu re s  w ith  Texaco: one 
betw een ARAMCO S e rv ic e s  and Texaco c a l le d  Texas R e f in in g  and 
M ark e tin g , and one betw een  Saudi A rab ia n  Oil Company and Texaco  
c a l le d  S t a r  E n te r p r is e s .  The Saudis  pa id  $1.2 b i l l io n  in  th e  d e a l " ”. 
Exxon owns and o p e ra te s  both Al J u b a il  P e tro ch e m ic a l Co. and Exxon 
Chemical A ra b ia  Inc.***
But Saudi jo in t  v e n tu r e s  and s e rv ic e  c o n tra c ts  have  
b e n e f i t t e d  more th a n  ju s t  th e  o i l  companies. C o n s tru c tio n  g ian ts  
B e c h te l ,  F lu o r  D a n ie l,  M.W. Kellogg and F o s te r  W heeler re ap ed  huge 
c o n t r a c ts  in b u ild in g  up th e  o i l  in d u s t r y  o f  Saudi A ra b ia . R ecently  
Saudi B as ic  In d u s t r ie s  announced p lan s  f o r  a 5 0 0 ,0 0 0  t o n /y e a r  
m ethyl t e r t i a r y  b u ty l  e t h e r  p la n t  a t  J u b a il  o f  which H oechst— th e
* * *S e c u r it ie s  and Exchange Commission Document: Exxon C orpora tion  1990  
10K F i l in g .
*** "Saudi B as ic  In d u s t r ie s  Corp.," O il & Gas J o u rn a l.  November 19, 1990. 
p.46
***"Arabian Might", The Economist. December 24 , 1988. p.79
** *S e c u r i t ie s  and Exchange Commission Document; Exxon Co rp o ra tio n  1990  
10K F i l in g .
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huge German p h a rm a c e u t ic a l  c o n g lo m e ra te -a n d  Texas E a s te rn  Corp. 
w il l  each hold a 25% s h a re " " .
According to  P la t t * s  Oilgram News, ARAMCO a ls o  supplies  i t s  US 
p a r e n ts  w ith  d is c o u n te d  c ru d e , g iv ing  them $ 5  o f f  th e  posted p r ic e .  
One ARAMCO o f f i c i a l ,  James McPherson, e v e n tu a l ly  re s ig n e d  in  
d is g u s t  because he s a id  ARAMCO’ s d i r e c to r s  were holding back from  
d i r e c t ly  competing w ith  th e  US S is t e r s .  I t  was McPherson who a lso  
r e v e a le d  ARAMCO ta x  f r a u d  to  th e n -S a u d i  D ir e c to r  o f  Petroleum  and  
M in e ra ls  Abdullah T a r ik i ,  who w ent b e fo r e  th e  pu b lic  announcing t h a t  
ARAMCO had c h e a te d  th e  Saudi governm ent out o f  $17 million.
L a t e r  T a r ik i ,  who was in  many ways a p ro teg e  o f  Abdullah  
Suleym an— th e  a r d e n t  n a t io n a l is t  who inked th e  1933 p a c t w ith  
S oca l— would push f o r  ARAMCO t r a n s i t  f e e s  and in c re a s e d  ARAMCO 
fu n d in g  o f  in t e r n a l  developm ent p r o je c ts .  E v e n tu a l ly  T a r ik i  was 
d r iv e n  out o f  o f f i c e  by th e  Saud fa m i ly " * .  S im ila r  lo y a l t ie s  
p r e v a i l  in  K uw ait, w here  C hevron (which has merged with G u lf)  and 
B r i t is h  P e tro leum , e x -p r o p r ie to r s  o f  K uw ait O il Co., con tinue  to  
r e c e iv e  d isc o u n ted  c ru d e  from th e  now f u l l y  n a t io n a l iz e d  KOC.
In  th e  U n ite d  A rab  E m ira te s ,  th e  majors r e ta in  d i r e c t  ownership  
o f  th e  o il in d u s t r y .  ADCO is  24%-owned by B r i t is h  Petro leum , 9 .5% -  
c o n t r o l le d  by Royal D u tc h /S h e l l  and 4 .75 % -h e ld  by both Mobil and 
Exxon. ADMA is  14.67%-con t r o l l e d  by BP and 13.33%-owned by 
Compaigne F r a n ç a is e  de P é t r o le s  (CFP). Dubai
"""Saudi B as ic  In d u s t r ie s  Corp." Oil & Gas J o u rn a l.  November 19, 1990. 
p.46.
""Rand, C h r is to p h e r .  Making Democracy S a fe  f o r  Oil: Oilmen and the  
Is la m ic  E a s t .  L i t t l e ,  Brown & Co. B oston. 1975. p .l0 9 .
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P etro leum  is  5 5 * -o w n e d  by Conoco. Dubai Marine A reas is 3 5 * -  
owned by Conoco and 3 3 .3 3 % -c o n tro l le d  by BP. T o ta l is  SlX-owned by 
CFP, w ith  Amerada Hess ho ld ing an unknown p o rt io n . And Esso Trad ing  
Co./Abu Dhabi is  1 0 0 *  c o n tro l le d  by Exxon"'. The m ajority  o f  UAE's 
o il ex p o rts  go to  Japan , w ith  B r i t is h  Petro leum  and CFP c a r ry in g  
lo n g -te rm  f o r  sh ip p in g "* .
The Jap an ese  th e m s e lve s  h ave  a ls o  made some in ves tm en ts  in  
GCC-based o i l  com panies. They a r e  now p a r tn e r s  in  Q a ta r  Petroleum  
Company, Abu Dhabi Oil Company and A rab ian  Oil Co. They a lso  provide  
e x te n s iv e  f in a n c in g  and la rg e  q u a n t i t ie s  o f  s te e l  f o r  GCC expansion  
pro jects*»*. I t  is  w orth  n o tin g  t h a t  th e  Japanese  have not become 
s ig n i f ic a n t  p la y e r s  in  th e  world o il  in d u s tr y ,  d e s p ite  th e  h e a v i ly  
m u lt in a t io n a l  c h a r a c t e r  o f  t h a t  b u s in e s s . O f th e  5 0  top oil 
companies in  th e  world, no t one is  Japanese***.
Th is  p a t t e r n  o f  m u lt in a t io n a l  ow nership and p a r t ic ip a t io n  in 
jo in t  v e n tu r e  o p e ra t io n s  s tands  as th e  most obvious reason  why GCC 
crude  is  a v a i la b le  a t  low c o s t  to  W estern  consumer n a t io n s . Since  
RICA i t s e l f  c o n tro ls  much o f  th e  i n f r a s t r u c t u r e  o f  the  GCC, i t  
s ta n d s  to  re a s o n  t h a t  th e y  would e x e r t  downward p re s s u re  on oil 
p r ic e s ,  in o r d e r  to  supply t h e i r  g lobal downstream op era tio n s  w ith
"^Fen elon , K.G. The U n ite d  A rab  E m ira tes : An Economic and Socia l S u rv e v .  
Longman Books. London. 1976. p.7.
"•R idgew ay, James. The L a s t  P la y ;  The S tru g g le  to  Monopolize th e  World's 
Energy  R eso u rces . E.P. D utton  & Co. New York. 1973. p.231.
F en e lo n , k .G. The U n ite d  A rab  E m ira tes ; An Economic and Socia l S u rv e v .  
Longman Books. London. 1976. p.7,
‘• •"A ra b ia n  Might", The Economist. December 24 , 1988. p.79
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lo w -c o s t  c ru d e . Meanwhile, th e  in d u s t r ia l iz in g  n a tio n s  o f  OPEC, who 
s o re ly  need a high p r ic e  f o r  t h e i r  more scarce  crude r e s e r v e s ,  a re  
h e ld  ho stag e  to  a g lobal m arketp lace  in which cheap crude from the  
GCC is  abundant, c r e a t in g  a g lu t  on th e  world market. Th is , in tu rn ,  
d r iv e s  downward th e  p r ic e  which in d u s t r ia l iz in g  OPEC n a tio ns  can 
a t t a i n  f o r  t h e i r  own c ru d e .
R ecycling P e tro d o l la rs
T h e re  is  y e t  a n o th e r  re as o n  why th e  GCC is  w illing  to s e l l  i t s  
crude ch eap ly  to  RICA. As W estern dependence on T h ird  World 
re s o u rc e s  has in c re a s e d ,  i t  has become n e c e s s a ry  f o r  RICA to  
include e l i t e  c liq u e s  o f  lo c a l c a p i t a l is t s  in to  re g io n a l accumulation  
schemes. Many o f  th e s e  lo c a l c a p i ta l is ts  have become v e ry  
w e a lth y . The US has i t s e l f  become a d e b to r  n a tio n , in p a r t  due to  
th e  $120 b i l l io n  d ep o s ited  in la rg e  commercial banks by T h ird  World 
e l i t e s ,  many o f  whom re s id e  in re s o u rc e  s e c u r i ty  s ta te s ,  as well as 
in th e  re g io n a l  re s o u rc e  s e c u r i ty  system m an ifes ted  in the  
fo rm a tio n  o f  th e  GCC.
Even in c o u n tr ie s  w here  th e  m ajority  o f  th e  population l iv e s  
in p o v e r ty ,  th e r e  a re  e l i t e s  who make s u b s ta n t ia l  deposits  in to  
W estern  commercial banks. E gyptian  e l i t e s ,  f o r  example, hold $60  
b i l l io n  in d e p o s its  in fo re ig n  banks, while th e  a verag e  Egyptian  
e a rn s  $ 6 5 0 / y e a r T h e  r ic h e s t  fa m ily  in th e  world is  headed by 
th e  S u lta n  o f  B ru n e i, an o il en c la ve  c a rv e d  out o f  E as t M a lays ia ,  
w here Royal D u tc h /S h e l l  holds a v i r t u a l  s tra n g le h o ld  on the  oil
***Ahmad, Eqbal. "Nightm are V ic to ry " , M other Jones. M arch /A p r il  1991. p.7.
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in d u s t r y ,  th e  t h i r d  la r g e s t  in E a s t  Asia  a f t e r  China and 
In d o n e s ia *" .  By 1974 o v e r  o n e - th i r d  o f  OPEC’ s $60 b il l io n  
su rp lu s  o f  p e t r o -d o l la r s  was being depo sited  in la rg e  in te r n a t io n a l  
W estern  banks. Chase M an h attan  led  th e  way in  s o lic it in g  these  
in v e s tm e n ts  T h e i r  c l ie n ts  came to  include th e  Saudi Arabian  
M onetary  Agency (SAMA), th e  Bank o f  Markazi ( I r a n ’ s C e n tra l  Bank),
and V en ezu e la ’ s C e n t r a l  Bank. Chase a lso  helped e s ta b lis h  th e
Saudi In d u s t r ia l  Development Fund in 1975, and was rew arded in 1977 
f o r  t h e i r  e f f o r t s  w ith  a 20% s h a re  in th e  Saudi In ves tm en t Banking 
C o rp o ra tio n  *“ .
SAMA was founded in 1952 on th e  h ee ls  o f  the  ARAMCO "tax  
in c re a s e "  and th e  s ign ing o f  th e  Saudi/US mutual s e c u r i ty  
agreem ent d isc u ss e d  l a t e r  in th is  c h a p te r .  In i t i a l l y  run by 
American in v e s tm e n t b an k e rs , SAMA now r e l ie s  on almost so le ly  
Saudi n a t io n a ls  ( in c lud ing  immigrants from P a le s t in e  and o th e r  
Muslim c o u n tr ie s ) .  S t i l l ,  u n t i l  1989, SAMA r e l ie d  upon a jo in t
a d v is o ry  c o n t r a c t  w ith  M e r r i l l  Lynch and B aring  B ro th e rs  f o r
f in a n c ia l  adv ice  *"*.
SAMA is  th e  la r g e s t  s to ckh o ld er  in th e  Saudi In te r n a t io n a l  
Bank. O th e r  5% s h a re h o ld e rs  inc lude th e  Bank o f Tokyo, Deutsche  
Bank, Banque de N a t io n a le  de P a r is ,  N a tio n a l W estm inster Bank and
‘“ Ridgeway, James. The L a s t  P lav : The S tru g g le  to  Monopolize the  World’s 
E nergy  R eso urces . E.P. D utton  & Co. New York. 1973. p.168.
‘"W ils o n , John David. The Chase; The Chase M anhattan  Bank N.A. 1 945 -  
1985. H a r v a rd  B usiness School P re s s .  Boston. 1966. p.231.
‘" " T h e  Enigma Behind th e  Saudi B il l io n s" , Euromonev. September 1990. 
p.70.
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Union Bank o f  S w itze r la n d ’*".
C a p ita l  n a t u r a l ly  ch ases  in v e s tm e n t o p p o rtu n it ie s , g e n e ra lly  
seeking  th e  s a f e s t  p o ss ib le  in ve s tm en t which a f f o r d s  th e  g re a te s t  
r e t u r n .  T o ta l  GCC governm ent o v e rs e a s  in ves tm en t includ ing  th a t  
o f  SAMA, th e  Kuwait In v e s tm e n t A u th o r ity ,  Abu Dhabi Investm ent  
A u th o r i ty  and th e  r e s p e c t iv e  government in ve s tm en t funds of  
Q a ta r ,  Oman and B ah ra in  comes to  o v er  $200 b i l l io n .  The Kuwait 
In v e s tm e n t A u th o r i ty ,  known f o r  i t s  w ill ingn ess  to take c a lc u la te d  
r is k s  when in v e s t in g ,  a lone holds o v e r  $100  b i l l io n  in overseas  
a s s e t s ’**. The p reced in g  f ig u r e  only re p re s e n ts  government 
in v e s tm e n t.  P r iv a t e  o v e rse a s  a s s e ts  o f  th e  ru l in g  fa m il ie s  o f  
Kuwait, Saudi A ra b ia , B ah ra in  and th e  U nited  Arab Em irates to ta l  
a n o th e r  $150 b i l l io n ’*^. O f te n  i t  is  h ard  to  d is t in g u ish  between  
p e rs o n a l and governm ent ho ld ings, s ince th e  ru l in g  fa m ilie s  such 
as Saud and J u f f a l i  o f te n  own m ajority  stock in supposedly  
governm ent v e n tu r e s .
GCC in ve s tm e n ts  a re  a l l  g e n e ra l ly  handled as p r iv a te  by 
p r iv a t e  f irm s . The O layan Group, f o r  example, handles th e  p e t r o ­
d o l la r  su rp lu se s  o f  GCC e l i t e .  I t  c o n tro ls  major chunks o f  Chase
‘“ R ossan t, John. "Now, the  D e s e r t  Kingdoms a re  T h ir s ty  f o r  Cash", 
B usiness Week. March 18, 1991. p .32.
‘“ Shoenman, Ralph. I r a q  and Kuwait; A H is to ry  Suppressed. V e r i ta s  P re ss .  
S a n ta  B a rb a ra ,  CA. 1990. p .32.
‘"'Shoenman, Ralph. I r a q  and Kuwait; A H is to ry  Suppressed. V e r i ta s  P ress .  
S a n ta  B a rb a ra ,  CA. 1990. p.32.
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M a n h atta n  Bank, O c c id en ta l Petro leum  and CS F i r s t  Boston»**. 
A n o th e r  p r iv a t e  f irm  which hand les  b i l l io n s  f o r  the  sheiks is 
In v e s tc o rp  Bank, which is  lo c a te d  in B ah ra in , th e  o f f - s h o r e  banking  
c e n t e r  o f  th e  GCC. R ecent p u rch ases  include Saks F i f t h  Avenue and 
th e  US m arketing  wing o f  th e  huge B r i t is h  conglomerate B.A.T. 
In d u s t r ie s ,  T i f f a n y ,  Gucci and C haum et**\
Much o f  th e  o f f - s h o r e  banking in d u s try  in B ahra in  is  
fo re ig n -o w n e d . The K uw aiti  Burgan Bank, f o r  example, owns 28% o f  
th e  la rg e  B a h ra in  Middle e a s te r n  Bank***. The b iggest US banks 
a ls o  have major o p e ra t io n s  th e r e .
E l i t e s  from Saudi A ra b ia  and th e  U n ited  Arab Em irates used 
hold ing companies in the  N e th e r la n d s  A n t i l le s  to  gain c o n tro l o f  
F in a n c ia l  G e n e ra l B an ksh ares , a holding company which owns a 
s t r in g  o f  banks along the  US E a s te rn  Seaboard. S ta te  re g u la to rs  
and Congress complained t h a t  th e  a c q u is it io n  would harm community 
i n t e r e s t s ,  b u t th e  F e d e ra l  R eserve  o v e r ru le d  them and sanctioned  
th e  d e a l '* ' .  N o n e th e le s s , Saudi P r in ce  a l-W a le e d  bin T a la l ,  a 
member o f  th e  r o y a l  fa m ily  and owner o f  th e  Saudi Commercial Bank, 
r e c e n t ly  in v e s te d  $ 5 90  m illion in  C itib an k , g iv ing him a p o te n t ia l
‘••Shoenman, Ralph. I r a q  and Kuwait; A H is to ry  Suppressed. V e r i ta s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p .32 .
***Shoenman, Ralph. I r a q  and Kuwait: A H is to ry  Suppressed. V e r i ta s  P re ss .  
S a n ta  B a rb a ra ,  CA. 1990. p .33.
***Mirldle E a s t  Economic S u rv e v . November 26 . 1990 . p .B-3.
***M oore-Lappe, F ra n c is  & Joseph C o ll in s . Food F i r s t ;  Beyond th e  Myth o f  
S c a r c i ty .  B a l la n t in e  Books. New York. 1978. p.252.
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15% (and th u s  e a s i ly  c o n tro l l in g )  in te r e s t * * * .
The K uw aitis  a re  th e  c le a r  le a d e rs  in GCC o verseas  
in v e s tm e n t,  w ith  o v e r  10 tim es th e  in ves tm en ts  o f  Saudi A rab ia .  
The K uw ait is  now own major chunks o f  Midland Bank, Daimlei— Benz, 
H oechst ( the  G erm an-based #2  p h arm aceu tic a l m a n u fa c tu re r  in th e  
world), and B r i t is h  P etro leum . In  1988 th e  Kuw aitis  owned 22% o f the  
l a t t e r ,  bu t ha ve  s ince reduced  t h e i r  share  in BP to  9.85%***. The 
K u w ait is  a ls o  own two C a l i f o r n ia  h o te ls  in p a r tn e r s h ip  with C harles  
K e a tin g , who was im p lica ted  in  th e  r e c e n t  S&L swindle***. Surplus  
c a p i ta l  must be in v e s te d  and th roug hou t th e  1970s and e a r ly  1980s 
th e  GCC e l i t e  had p le n ty  o f  surp lu s  c a p ita l .  The m ajority  o f  GCC 
in v e s tm e n t rem ains in US and Japanese  lo n g -te rm  government bonds, 
both o f  which remain e x trem ely  s a fe  in ve s tm en ts .
During th e  1980s the  va lu e  o f GCC fo re ig n  holdings decreased  
co rresp o n d in g ly  w ith  a d e c re a s e  in GCC oil export va lu e s . In 1981 
th e  Saudis e a rn ed  $120 b i l l io n  from exports , o v e r  95% o f which were  
o il e xp o rts . Two y e a rs  l a t e r ,  in 1983, SAMA's fo re ig n  r e s e r v e  
a s s e ts  were v a lu ed  a t  $117 b i l l io n .  1991 oil re v e n u es  a re  es tim ated  
a t  only $33  b i l l io n ,  while  in 1989 SAMA’ s fo re ig n  holdings equalled  
only $65  b ill ion**" . Many w e s te rn  economists th ink  t h a t  f ig u r e
***Quint, M ichae l. "Saudi P r in c e  Becomes C it ic o rp ’ s Top Stockholder", New 
York Times. F e b ru a ry  2 2 , 1991. p. A-1.
***Shoenman, Ralph. "D ece iv ing  th e  American People; The Hidden S to ry  o f  
th e  G u lf  War. The O rg a n ize r .  M a rc h /A p r i l  1991. p.6.
" " B r a t to n ,  C h r is t in e  4 Doug Henwood. "Meet th e  New World Order", L e f t  
B usiness  O b s e rv e r .  J a n u a ry  26 , 1991. # 43 . p.2.
**"GPEC B u l le t in .  Ge n e r a l  S e c r e t a r ia t .  V ienna, A u s t r ia .  A pril 1991. p.8.
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has shrunk more s ince 1989, bu t in fo rm a tio n  from th e  s e c re t iv e  
SAMA has no t been forthcom ing.
RICA has a lw ays found i t  n e c e s s a ry  to  in c o rp o ra te  local  
e l i t e s  in to  i t s  accum ulation schema. During th e  co lon ia l period ,  
kings and t r i b a l  le a d e rs  were d i r e c t ly  b o u g h t -o f f .  More r e c e n t ly ,  
th e  le a d e rs  o f  re s o u rc e  s e c u r i ty  s ta te s ,  such as th e  Shah o f I r a n ,  
h av e  been a llowed to  l iv e  la v is h ly  so t h a t  t h e i r  lo y a l t ie s  would 
rem ain f i rm ly  to  a t ta c h e d  to  RICA. Now, with th e  advent o f  the  
re g io n a l  re s o u rc e  s e c u r i ty  system o f th e  GCC, th e  ru l in g  fa m ilie s  
o f  th e  six GCC c o u n tr ie s  have  become in te r tw in e d  as s h a reh o ld ers ,  
p a r tn e r s  and d e p o s ito rs  in RICA, them selves  becoming ve ry  much a 
p a r t  o f  th e  regime o f  in te r n a t io n a l  c a p i ta l  accumulation.
GCC Aid as C oun te r in su ro en cv  
T h e ir  a re  o th e r  ways in which GCC e l i t e s  re c y c le  t h e i r  
s u rp lu s  p e t ro d o l la rs  through RICA. Following th e  1973 oil embargo 
and i t s  r e s u l t a n t  p r ic e  shock, OPEC e l i te s  embarked upon a wild  
spending s p re e . What wasn’t  r o l le d  onto French  R iv ie ra  r o u le t te  
ta b le s ,  in v e s te d  in to  W estern  m u lt in a t io n a ls  o r  s tash ed  in to  o f f ­
shore  accounts  was spent on th e  purchase  o f  p r im a r ily  US arms and 
c o o rd in a te d  GCC deve lop m enta l a id  programs, which a lso  invo lved  
m il i ta r y  a s s is ta n c e  t r a n s f e r s " * .
I t  has become n e c e s s a ry  f o r  RICA to  e s ta b lis h  an "arms f o r  
oil" quid p ro  quo w ith  th e  GCC s ta te s ;  p r im a r i ly  to ensure  adequate
" *D o ra n , C h a r le s .  Myth. O il and P o l i t ic s :  In tro d u c t io n  to  th e  P o l i t ic a l  
Economy o f  P etro leum . The F re e  P re s s .  New York. 1977. p.142.
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p r o te c t io n  o f  th e  o i l  re s o u rc e ,  bu t a ls o  to  ba lance th e  t ra d e  
d e f i c i t  v i s - a - v i s  th e  GCC. The Saudis have  e la b o ra te  m il i ta ry  
a s s is ta n c e  a rra n g e m e n ts  w ith  P a k is ta n , whereby th e  Saudis send 
K a ra c h i d e ve lo p m en ta l a id  in  r e t u r n  f o r  th e  s e rv ic e s  o f  P a k is ta n i  
m il i ta r y  u n i ts .  S im ila r ly  Kuwait has long re c e iv e d  m il i ta ry  
a s s is ta n c e  from both P a k is ta n  and Egypt in  exchange f o r  b i l l io n s  in  
developm ent aid**’ . And th e  b e s t  P a k is ta n i  p i lo ts  s t i l l  f l y  f o r  th e  
U n ite d  A rab  E m ira tes  A i r  F o rce .
S im ila r  a r ra n g e m e n ts  e x is t  w ith  T u rkey . The m i l i ta r ie s  o f  
Egypt, Tu rkey  and P a k is ta n  a r e  renowned as th e  b e s t  in th e  reg ion  
a s id e  from th e  I s r a e l i s .  In  ad d it io n  th e s e  c o u n tr ie s  each have  
much la r g e r  p o p u la t io n s  th a n  th e  GCC c o u n tr ie s .  This "surp lus"  
po p u la t io n  f ig u r e s  in to  both th e  re g io n a l re s o u rc e  s e c u r i ty  
s t r a te g y  and th e  re g io n a l  la b o r  s t r a te g y  o f  RICA.
The above th r e e  c o u n t r ie s ,  when combined w ith  Is r a e l ,  account  
f o r  f u l l y  o n e - h a l f  o f  a n n u a l US m i l i ta r y  a id , c o l le c t iv e ly  re c e iv in g  
$6 .5  b i l l io n  in a n n u a l US m i l i ta r y  a s s is ta n c e *** .  US m il i ta ry  a id  to  
Egypt began a f t e r  th e  f a l l  o f  N a s s e r .  Th is  a id  combined with  Saudi 
f in a n c ia l  support was e s s e n t ia l  in  swaying S ad at away from the  
O a d d a f i  camp o f  r a d ic a l  A rab  n a tio n a lis m . When Sadat signed the  
h i s t o r i c  Camp David Accords w ith  I s r a e l i  P re s id e n t  Menachim Begin, 
Egypt became th e  f i r s t — and s t i l l  th e  o n ly— A rab n a t io n  to  sign a 
peace  t r e a t y  w ith  I s r a e l .  Egypt has been rew ard ed  f o r  th is  e v e r
**’ P e te rs o n ,  J.E. D e fe n d in g  A ra b ia .  St .  M a r t in ’ s P re s s . New York. 1986. 
p.205 .
* * *B ra tto n , C h r is t in e  & Doug Henwood. "Meet th e  New World Order", L e f t  
B us iness  O b s e rv e r .  J a n u a rv  2 6 , .391 . # 4 3 .  p.2.
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s in c e , f r e q u e n t ly  r e c e iv in g  a id  from th e  Saudis, th e  Kuw aitis  and 
th e  US.
The Saudis h ave  f r e q u e n t ly  a c te d  as a conduit and f in a n c ie r  
f o r  US m i l i ta r y  a id . In 1975 th e  US s e n t  $138 million in m il i ta ry  aid  
th roug h  Saudi A ra b ia  to  N orth  Yemen in hopes o f  heading o f f  the  
M a rx is t  re v o lu t io n  t h e r e .  They f a i le d  to  do so'**. In I9 6 0  th e  
Saudis r e v e a le d  t h a t  th e y  had s e n t  $30 million to  the  mujahadeen 
A fg h a n -c o n t r a s  f ig h t in g  th e  S o v ie t -b a c k e d  Afghan army. And 
d u rin g  the  I r a n /C o n t r a  h e a r in g s  i t  emerged t h a t  the  Saudis had  
s e n t  a t  le a s t  $32 m illion in  a id  to  th e  N icaraguan  c o n tra s  in  
1 9 8 5 " ** .
The Saudis a ls o  p rov id ed  support f o r  th e  N a t io n a l F ro n t  f o r  
S a lv a t io n  (NFS), which had o p era te d  from bases in  Chad in  i t s  
a ttem p ts  to  o v e rth ro w  Mohamar O a d d afi .  In November 1990, fo llow ing  
th e  s u c c e s s fu l  L ib y an -b a c ke d  coup in Chad, th e  US evac u a te d  350  
members o f  th e  NFS who had been t r a in e d  in Chad with Saudi 
economic support. The US ended up r e s to r in g  $5 million in a id  to  
Kenya f o r  te m p o ra r i ly  housing th e  L ibyans a f t e r  o th e r  A f r ic a n  
n a tio n s  r e fu s e d  to  do so. The Saudis have a lso  f in a n c ia l ly  
supported  th e  UNITA g u e r r i l l a s  which had been f ig h t in g  th e  l e f t i s t  
Angolan governm ent u n t i l  ju s t  r e c e n t ly .
Both th e  Saudis and th e  UAE, along with Jordan, prov ided both  
f in a n c ia l  and m i l i t a r y  a s s is ta n c e  to  th e  Oman government during
***Choudhry, Raj. The G u lf ;  Scramble f o r  S e c u r i ty .  Sre e d h a r .  D eh li. 1983. 
p.lA.
‘**P rados, John. P re s id e n t 's  S e c r e t  Wars: CIA and Pentagon O perations  
from WWI Through Iranscam . Q u ill  William Morrow. New York. 1986. p .383.
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th e  D h o fa r  r e b e l l io n .  Saudi a id  to  both Oman and N orth  Yemen- 
which supp lies  o v e r  o n e - th i r d  o f  th e  Saudi w o rk - fo rc e -c o n t in u e s  
today  in an a ttem p t to  d iscou rag e  rad ica lism  in those c o u n tr ie s .  
K uw ait, meanwhile, p rov id ed  in c e n t iv e  a id  to  South Yemen which 
u lt im a te ly  produced a t r u c e  betw een South Yemen and Oman.
But f a l l i n g  o i l  exp o rt va lu es  and a subsequent drop in the  
fo r e ig n  a s s e t  holdings o f  th e  GCC th roug hou t th e  1980s re s u lte d  in  
a p a r a l l e l  drop in GCC Regional Aid Programs. In 1981, a t  the  h e ig h t  








M o vem en t o f O PE C  Earnings to the N o rth , 1974
Deposits in European currencies $21.0 billion
Deposits in U n ited  States currencies 4.0 billion
British  deposits and bonds 7.5 billion
U nited States bonds 6.0 billion
European and Japanese bonds 9.0 billion
Credits to in dus tria l countries 5.5 billion
IB R D U M F 3.5 billion
U nited States stocks 1,0 billion
Total $57.5 billion
SOURCE: Data collected from reports of major Northern banks.




1980 1986 1987 1988 1989
5,682 3,517 &888 2,048 1,171
1,140 715 316 108 169
1,118 87 15 -17 25
734 200 102 146 124
UAE
Other Arab donors"
ODA Net Disbursements by National Arab Aid Agencies
Including Loans and Grants Administered on Behalf of the Government
$Mn
Abu Dhabi Fund 
Kuwait Fund 
of which Bilateral 
Saudi Fund 
Total
1980 1986 1987 1988 1989
135.5 50.2 4.4 -6.3 -12.3
357.0 321.6 99.2 43.3 -8.2
279.4 239.4 88.1 -6.9 •15.1
491.3 190.0 142.2 42.8 31.9
983.8 561.8 245.8 36.2 11.4
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n e g a t i v e  donors , .  In  o t h e r  w o r d s ,  r e p a y m e n t s  o f  l o a n s  a n d  i n t e r e s t  
c o l l e c t e d  now e x c e e d  a i d  d i s b u r s e m e n t s ' * ’ . N e t  p a y m e n t s  t o  t h e  
F u n d  in  1 90 9  came f ro m  B a n g l a d e s h ,  E g y p t ,  P a k i s t a n  a n d  T u r k e y .  
A r a b  r e g i o n a l  a i d  now r e p r e s e n t s  o n ly  .54% o f  t h e  GCC’ s c om bined  
a n n u a l  GNPs’ **'.
E a c h  o f  t h e s e  e x a m p le s  p o i n t s  t o  a p a t t e r n  w h ich  h a s  become  
i n c r e a s i n g l y  f o r m u l i z e d .  RICA e x p e c t s  l o c a l  e l i t e s  t o  f u n d  r e g i o n a l  
a n d  g l o b a l  c o u n t e r i n s u r g e n c y  e f f o r t s  a s  a p a y - b a c k  f o r  a l l o w i n g  
t h e s e  e l i t e s  t o  become p a r t  o f  RlCA’ s a c c u m u l a t i o n  s c h e m e s .  In  
r e t u r n ,  t h e s e  l o c a l  e l i t e s  c a n  r e s t  a s s u r e d  t h a t  s h o u ld  t h e  
p o l i t i c a l  c l i m a t e  in  t h e i r  own r e g i o n  become d e s t a b i l i z e d  by  
n a t i o n a l i s t  s e n t i m e n t ,  t h e  U n i t e d  S t a t e s  m i l i t a r y  m a ch ine  w i l l  come 
t o  t h e i r  r e s c u e .
UU l i l j . t a t ' y He c e m 0 ny  i n t h e  M idd le  F a s t  
Tn 195C, t h e  same y e a r  t h e  B a u d is  b e g a n  tc* c o l l e c t  r o y a l t i e s  
ARAMCO c r e d i t s .  G e o rg e  M cGhee,  US A s s i s t a n t  S e c r e t a r y  of  S t a t e ,  
n e g o t i a t e d  a ' J S /S a u d i  s e c u r i t y  a g r e e m e n t .  E x p o r t - l m p o r t '  Bank  
l o a n s  b e g a n  f  1 o w in g i n t o  Gaud: A r a b i a .  US M i l i t a r y  a d v i s o r s  a nd  a id  
w e r e  s e n t .  And t h e  US Army C o rp s  o f  e n g i n e e r s  b e g a n  c o n s t r u c t i o n  
o f  an  a i r b a s e  a t  D h a h r a n ,  l e s s  t h a n  f i v e  m i le s  f r o m  ARAMCO’ s main  
f a c i l i t y .  T h e  b a s e  was b u i l t  e x t r a - l a r g e ,  t o  accom m odate  t h e
“ ’Ahmad,  E q b a l .  " N i g h t m a r e  V i c t o r y " ,  M o t h e r  J o n e s .  M a r c h / A n r i l  1991.  p .6.
“ ‘ " S a u d i  D e v e l o p m e n t a l  A s s i s t a n c e  F a l l s  in  1 9 8 9 ,  as A r a b  Aid  C o n t i n u e s  
to  D e c l i n e " ,  M id d le  E a s t  E con om ic  S u r v e y .  D e c e m b e r  2 4 ,  1 9 9 0 .  p . B - 2 .
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l a r g e s t  o f  m i l i t a r y  t r a n s p o r t  p l a n e s ' " ' .
In  1 9 6 5  t h e  US a nd  t h e  B r i t i s h  l a u n c h e d  t h e  A n g l o - A m e r i c a n  
P r o g r a m ,  w h ic h  r e s u l t e d  in  $ 4 0 0  m i l l io n  in  S a u d i  d e f e n s e  c o n t r a c t s  
f o r  US a n d  B r i t i s h  c o r p o r a t i o n s .  P a r t  o f  t h e  p ro g r a m  w e n t  t o  t h e  
c o n s t r u c t i o n  o f  t h e  b a s e  a t  Kham is  M u s h a y t .  T h e  US Army C o rp s  
w o u ld  l a t e r  c o n s t r u c t  b a s e s  a t  K in g  K h a l i d  a n d  A s ad
F o l l o w i n g  t h e  1 973  A r a b  o i l  e m b arg o  U S / S a u d i  r e l a t i o n s  w arm ed  
r a p i d l y .  K in g  F a i s a l ,  who h a d  w a v e r e d  a s  a US p u p p e t  by s u p p o r t i n g  
t h e  e m b a rg o ,  was a s s a s s i n a t e d  in  1 9 7 5  a n d  K in g  K h a l i d  to o k  t h e  
t h r o n e .  Upon h i s  a s c e n d a n c y ,  t h e  US Ai-my C o rp s  i s s u e d  $17 b i l l i o n  
m  c o n t r a c t s  f o r  t h e  c o n s t r u c t i o n  of  c o m m u n ic a t io n s  s y s t e m s ,  r o a d s  
a n d  b a s e s  in  S a u d i  A r a b i a ’ *' .̂
S a u d i  A r a b i a  h a d  f i l l e d  t h e  r o l e  o f  t h e  o t h e r  " tw in  p i l l a r "  
o u t l i n e d  in  t h e  Guam D o c t r i n e .  US p o l i c y  m a k e rs  f i g u r e d  i t  was much 
b e t t e r  t o  s e l l  t h e  S a u d i s  w e a p o n r y  a nd  l e t  them d e f e n d  t h e  r e g i o n  
s o u t h  o f  t h e  G u l f  t h e m s e l v e s  when p o s s i b l e .  M e a n w h i l e ,  I r a n  would  
p u r c h a s e  US w e a p o n r y  to  p o l i c e  t h e  n o r t h e r n  s id e  o f  t h e  G u l f .  In  
b o t h  c o u n t r i e s  a q u id  p r o  quo was e s t a b l i s h e d  whei eby US arm s w e r e  
t o  be e x c h a n g e d  f o r  c h e a p  o i l .  And R iy a d h  a lw a y s  p a i d  c a s h .  US 
arm s  s a l e s  t o  b o th  c o u n t r i e s  h e l p e d  c o r r e c t  t h e  US t r a d e  b a l a n c e ,
‘" ^ H u r e w i t z ,  J .C .  D ip lo m a c y  in  t h e  N e a r  a n d  M id d le  E a s t ;  A D o c u m e n t a r y  
R e c o r d ;  1 9 1 4 - 1 9 5 6 .  D. Van N o s t r a n d  Company,  I n c .  P r i n c e t o n .  1 9 5 6 .  p . 3 2 3 .
'" ‘ P e t e r s o n ,  J .E .  D e f e n d i n g  A r a b i a .  S t .  M a r t i n ’ s P r e s s .  New Y o rk .  1 9 8 6 .  
p . 193.
“ " 'R o b e r ts ,  J o h n .  "Arms a n d  O i l  R e s o u r c e s  ’’"le Two N a t i o n s  T o g e t h e r " ,  T h e 
D l l  D a i l y .  N o v e m b e r  12, 1 9 9 0 .  p . C - 2 .
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w h i l e  d e f e n s e  c o n t r a c t o r s  r a n g  up h u g e  p r o f i t s ’^.
F o l l o w i n g  t h e  I r a n i a n  R e v o l u t i o n  a n d  t h e  o t h e r  t u r b u l e n t  
e v e n t s  o f  1 9 7 9 ,  t h e  US b e g a n  t o  more o v e r t l y  d i s p l a y  i t s  w i l l i n g n e s s  
t o  come t o  t h e  a i d  o f  t h e  S a u d i  m o n a r c h y .  D u r i n g  t h e  1 9 7 9  Yemen  
b o r d e r  w a r  t h e  US s e n t  $ 3 9 0  m i l l i o n  a n d  US a d v i s o r s  t o  N o r t h  Yemen,  
w h en  t h e  a c t u a l  s i t u a t i o n  w a r r a n t e d  no  s u c h  d r a s t i c  a c t io n ' * ^ .  I t  
was a s t r o n g  show o f  s u p p o r t  f o r  t h e  S a u d i s ,  b u t  i t  a l s o  i n d i c a t e d  
t h e  i n s e c u r i t y  o f  c a p i t a l i s t  i n t e r e s t s  in  t h e  r e g i o n  d u r i n g  t h i s  
p e r i o d .  T h i s  c r i s i s  s i t u a t i o n  n e c e s s i t a t e d  t h e  e m e r g e n c e  o f  t h e  
GCC a s  a r e g i o n a l  r e s o u r c e  s e c u r i t y  s y s t e m .
T h e  S a u d i s ,  u n d e r  S t a t e  D e p a r t m e n t  p r e s s u r e ,  h a d  i m m e d i a t e l y  
a n n o u n c e d  a p r o d u c t i o n  i n c r e a s e  t o  o f f s e t  t h e  lo s s  o f  I r a n i a n  
c r u d e  e x p o r t s  f o l l o w i n g  t h e  m u l l a h ’ s v i c t o r y  in  T e h r a n .  W i t h in  tw o  
w e e k s  o f  t h a t  a n n o u n c e m e n t ,  t h e  US S t a t e  D e p a r t m e n t  a n n o u n c e d  a 
$1.2  b i l l i o n  p r o g r a m  t o  s h o r e  up t h e  a i l i n g  S a u d i  N a t i o n a l  G u a r d  
w h ic h  w ou ld  be s u p e r v i s e d  by V i n n e l l  C o r p o r a t i o n ' * ’®.
S a u d i  p u r c h a s e s  o f  US w e a p o n r y  s u r p a s s e d  e v e n  I s r a e l i  
p r o c u r e m e n t  in  1 9 7 9 .  B e n d ix ,  R a y t h e o n ,  L o c k h e e d ,  TWA a n d  t h e  US 
Army C o rp s  f l o c k e d  t o  R iy a d h  t o  e x h i b i t  t h e i r  w a r e s ,  as t h e  r e g im e  
o f  i n t e r n a t i o n a l  c a p i t a l  a c c u m u l a t i o n  s c r a m b l e d  t o  r e g a i n  c o n t r o l  
o f  t h e  G u l f  R e g io n .
'^‘■ R o b e r t s ,  J o h n .  "Arms a n d  O i l  R e s o u r c e s  T i e  Two N a t i o n s  T o g e t h e r ”, T h e  
O i l  D a i l y .  N o v e m b e r  12, 1 9 9 0 .  p . C - 2 .
' * ^ C h D u d h r y ,  R a j .  T h e  G u l f ;  S c r a m b l e  f o r  S e c u r i t y .  S r e e d h a r .  D e h l i .  1 9 8 3 .  
p . lA .
’ *® C h o u d h ry ,  R a j .  T h e  G u l f ;  S c r a m b l e  f o r  S e c u r i t y .  S r e e d h a r .  D e h l i .  1 9 6 3 .
p . 16.
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B o t h  B r i t a i n  a n d  t h e  US h a v e  f r e q u e n t l y  p u s h e d  " d e f e n s e  
o f f s e t "  d e a l s  w i t h  t h e  S a u d i s ,  i n  w h ich  w e a p o n s  p u r c h a s e s  w e r e  
p a i d  f o r  in  c h e a p  o i l .  One A m e r i c a n  p r o g r a m -  " A m e r ic a n  P e a c e  
S h i e l d " -  l a n d e d  B o e in g  an  $ 8 . 5  b i l l i o n  c o n t r a c t  t o  s e l l  AWACS t o  t h e  
S a u d i s  a n d  d e v e l o p  an I n t e g r a t e d  Command a n d  C o n t r o l  (C3)  
S y s t e m
A r e c e n t  B r i t i s h  p r o g r a m - - " A l - Y a m a m a h " - - w a s  e n g i n e e r e d  by  
B r i t i s h  A e r o s p a c e  —  a c t u a l l y  o p e r a t e d  by  a c o n s o r t i u m  o f  p a n -  
E u r o p e a n  i n t e r e s t s  w h ic h  r e c e i v e d  f r e e  o i l  a s  com m iss ion  f o r  
e s t a b l i s h i n g  t h e  j o i n t  A n g l o - S a u d i  C o m m i t te e .  R o y a l  D u t c h / S h e l l  
a n d  BP a l s o  r e c e i v e d  f r e e  o i l  o u t  o f  t h e  d e a l .  T h e  B r i t i s h  c o n t i n u e  
t o  e n c o u r a g e  t h e  S a u d i s  t o  i n v e s t  t h e i r  o i l  s u r p l u s  in  t h e  l a g g i n g  
r e f i n e r i e s  in  E a s t e r n  E u r o p e
T h e  m i l i t a r i z a t i o n  o f  t h e  G u l f  r e g i o n  f o l l o w i n g  t h e  I r a n i a n  
R e v o l u t i o n  w e n t  b e y o n d  t h e  b o r d e r s  o f  S a u d i  A r a b i a .  I 9 6 0  US arms  
s a l e s  a n d  m i l i t a r y  a i d  to  t h e  GCC w e r e  u n p r e c e d e n t e d  in  US h i s t o r y .  
T h e  A W A C - m o n i t o r e d  C - 3  s y s t e m  d e f e n s e  s y s t e m  now in  p l a c e  a n d  
m anned  by A m e r i c a n s  in  R i y a d h ,  would  be i n t e g r a t e d  w i t h  Hawk  
m i s s i l e  s y s t e m s  in  a l l  s ix  GCC c o u n t r i e s ’^’ .
In  1 9 8 3  t h e  GCC b e g a n  t o  c o n d u c t  j o i n t  r e g i o n a l  m i l i t a r y  
m a n e u v e r s .  T h e  S a u d i s  a n d  K u w a i t  s c o n d u c t e d  t h e  f i r s t  su ch
‘■‘^ R o b e r t s ,  J o h n .  "Arms a n d  O i l  R e s o u r c e s  T i e  Two N a t i o n s  T o g e t h e r " ,  T he  
O i l  D a i l y .  N o v e m b e r  12, 1 9 9 0 .  p.L -2 ,
‘^ F r e n c h m a n ,  M i c h a e l .  " D i f f e r e n t  D i r e c t i o n  f o r  G r o w th :  D e f e n s e  O f f - s e t  
D e a l s " ,  T h e  O i l  D a i l y .  N o v e m b e r  12, 1 9 9 0 .  p . C - 8 .
' “ ‘ M c N a u g h t e r ,  Thomas L.  Arms a n d  O i l .  T h e  B r o o k in g s  I n s t i t u t i o n .  
W a s h i n g t o n ,  D.C. 1 9 8 5 .  p .135.
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e x e r c i s e s ,  f o l l o w e d  by m a n e u v e r s  b e t w e e n  Oman a n d  t h e  UAE. T h e n  
S a u d i  A r a b i a ,  B a h r a i n ,  K u w a i t  a n d  Q a t a r  com b in ed  f o r c e s  t o  do t h e  
same
In  1 9 8 4  t h e  s ix  member n a t i o n s  o f  t h e  GCC e s t a b l i s h e d  a  J o i n t  
C h i e f s  o f  S t a f f  a n d  e s t a b l i s h e d  t h e i r  own R a p id  D e p l o y m e n t  F o r c e s ,  
b o t h  m o d e l le d  a f t e r  t h e  P e n t a g o n  a n d  f a c i l i t a t e d  by  US a d v i s o r s .  
T h e  S a u d i s  a n d  K u w a i t i s  a g r e e d  t o  p a y  f o r  B a h r a i n  a n d  Oman a i r  
d e f e n s e s .  L a t e r  t h a t  y e a r ,  t h e  P e n t a g o n  c o o r d i n a t e d  t h e  
" P e n i n s u l a  S h i e l d "  e x e r c i s e ,  w h ic h  i n v o l v e d  t r o o p s  f r o m  t h e  US,  
E g y p t ,  P a k i s t a n ,  T u r k e y  a n d  t h e  GCC
M e a n w h i l e  t h e  US e s t a b l i s h e d  a " f a l l b a c k  a r c "  o f  b a s e s  a n d  
o b t a i n e d  b a s i n g  r i g h t s  a g r e e m e n t s  fo>' i t s  new R ap id  D e p l o y m e n t  
F o r c e s  (RDF) in Oman, K e n y a ,  S o m a l ia  a n d  E g y p t .  I n  1 9 8 3 ,  a f t e r  a  
t r i a l  r u n  in  G r e n a d a ,  R e a g a n  m e rg e d  t h e  RDF i n t o  t h e  US C e n t r a l  
Command. T h e  US M id d le  F a s t  F o r w a r d  Command (MIDEASTFOR) was  
p l a c e d  a t  t h e  l a r g e  US N a v a l  B a s e  a t  J u f a i r ,  B a h r a i n ’ *̂.
P a r t  o f  t h e  r e a s o n  f o r  p l a c i n g  i t  in  B a h r a i n  i s  e x p l a i n e d  by  
t h e  f a c t  t h a t  t h e  c o u n t r y  i s  a majior o f f - s h o r e  b a n k i n g  c e n t e r  
d o m i n a t e d  by t h e  b ig  US b a n k s - ~ C h a s e  M a n h a t t a n ,  C i t i c o r p ,  Bank  of  
A m e r i c a ,  M o r g a n  G u a r a n t y ,  e t c .  1 he  i s l a n d  is  a l s o  a s i g n i f i c a n t  
r e f i n i n g  c e n t e r  f o r  S a u d i  c r u d e .  Much o f  t h e  o i l  r e f i n e d  in  B a h r a i n
' ^ P e t e r s o n ,  J .E .  D e f e n d i n g  A r a b i a .  S t .  M a r t i n ’ s P r e s s .  New Y o rk .  1 986 .  
p .221 .
r w p e t e r s o n ,  J .E .  D e f e n d i n g  A r a b i a .  S t .  M a r t i n ’ s P r e s s .  New Y o r k .  1 986 .  
p .221 .
’ ” * M c N a u g h t e r ,  Thomas L.  Arms a n d  O i l .  T h e  B r o o k in g s  I n s t i t u t i o n .  
W a s h i n g t o n ,  D.C. 1 9 8 5 .  p . 101.
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IS s o ld  t o  t h e  US 7 t h  F l e e t ,  w h ic h  i s  a l s o  b a s e d  a t  J u f a i r ” ^. T h e  
US B - 5 2  f o r w a r d  b a s e  a t  D ie g c  G a r c i a  was b e e f e d  up in  t h e  e a r l y  
1 9 8 0 s .  And E g y p t i a n  a n d  P ' a k i s t a n i  A i r  F o r c e s ,  w h ich  t h e  GCC r e l i e s  
upon h e a v i l y ,  w e r e  s u p p l i e d  w i t h  new F - l fe  f i g h t e r s  f r o m  N o r t h r o p  
C o r p o r a t i o n T h e  F r e n c h  p l a c e d  M i r a g e  f i g h t e r s  a t  b a s e s  in  
D j i b o u t i ,  t h e  B r i t i s h  a d d e d  T o r n a d o e s  in  Oman a n d  t h e  NATO a l l i a n c e  
f o r t i f i e d  t h e i r  b a s e s  in  T u r k e y ,
Omani a n d  E g y p t i a n  a r m i e s  r e g u l a r l y  c o n d u c t  j o i n t  e x e r c i s e s  
w i t h  US t r o o p s  Oman, i n  t h e  w o rd s  o f  f o r m e r  S e c r e t a r y  o f
S t a t e  (a n d  now C h e v r o n  d i r e c t o r )  G e o rg e  S c h u l r ,  " is  c o o p e r a t i n g  
c l o s e l y  w i t h  t h e  US t o w a r d  o u r  commor g o a l  o f  m a i n t a i n i n g  s t a b i l i t y  
a n d  s e c u r i t y  in t h e  G u l f . " " ’ ®
B e t w e e n  1 97 7  a n d  1 96 7  $ 3 4  b i l l i o n  in  arm y f l o w e d  i n t o  t h e  G u l f  
r e g i o n ,  more t h a n  s u p p l i e d  t h e  r e s t  o f  t h e  T h i r d  Wo'-'ld c o m b in e d '” . 
US a d v i s o r s ,  who h a d  a l r e a d y  v i s i t e d  S a u d i  A r a b i a ,  i n t r o d u c e d  
' iWnCS a nd  F - 1 5 s  t o  Q a t a r  a n d  K u w a i t .  And f o l l o w i n g  t h e  G u l f  War  
P r e s i d e n t  B u s h ,  a f t e r  f i r s t  a n n o u n c i n g  a p l a n  t o  l i m i t  a rms s a l e s  
to  t h e  r e g i o n ,  r e q u e s t e d  t h a t  C o ~ g r e s s  a p p r o v e  t h e  s a l e  o f  A p a c h e  
a t t a c k  h e l i c o p t e r s  t o  b o th  B a h ’- a i n  a n d  K u w a i t .
‘’ ’ P e t e r s o n ,  J .E .  D e f e n d i n g  A r a b i a .  S t .  M a r t i n ’ s P r e s s .  New Y o rk .  1 9 8 6 .  
p .117,
A l b e r t ,  D a v id .  T e l l  t h e  A m e r i c a n  P e o p le ;  P e r s p e c t i v e s  on t h e  I r a n i a n  
R e v o l u t i o n .  M o v e m e n t  f o r  a New S o c i e t y .  P h i l a d e l p h i a .  1 9 8 0 .  p.2 4 .
’ ” M c N a u g h t e r ,  Thomas L .  Arms a n d  O i l .  T h e  B r o o k in g s  I n s t i t u t i o n .  
W a s h i n g t o n ,  D.C. 1 9 8 5 .  p . 17.
“^ P e t e r s o n ,  J .E .  D e f e n d i n g  A r a b i a .  S t .  M a r t i n ’ s P r e s s .  New Y o rk .  1 9 8 6 .  p .7 .
’” P ' ' a t t o n ,  C h r i s t i n e  S Doug Henwood.  " M e e t  t h e  New WorJrJ O r d e r " ,  L e f_t 
P, C a n n e s O b s e r v e r .  J a n u a r y  2 6 ,  1991. # 4 3 .  p .2 .
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B e f o r e  t h e  G u l f  W a r ,  15^  o f  t h e  a n n u a l  US m i l i t a r y  b u d g e t  was  
b e i n g  s p e n t  on US t r o o p s  s t a t i o n e d  in  t h e  M id d le  E a s t .  T h a t  f i g u r e  
h a s  o n l y  become l a r g e r  s i n c e  T a b l e  9
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t h e  G u l f  war'®**, S a u d i  A r a b i a ,  w h ic h  o b t a i n e d  a p p r o x i m a t e l y  o n e -  
h a l f  o f  i t  w e a p o n r y  f r o m  t h e  US, b o a s t s  t h e  h i g h e s t  p e r  c a p i t a  
d e f e n s e  s p e n d i n g  in  t h e  w o r ld .  I n  1984  a l o n e  t h e  S a u d is  s p e n t  $ 2 2 . 7  
b i l l i o n  on US w e a p o n r y * * ’ .
I n t e r e s t i n g l y ,  t h e  US h a s  b e e n  c a r e f u l  n o t  t o  a l l o w  S a u d i  
p e r s o n n e l  t o  become p r o f i c i e n t  in  t h e  c o n t r o l  o f  a d v a n c e d  w e a p o n s  
s y s t e m s .  T h e  most s o p h i s t i c a t e d  w e a p o n s  s y s t e m s  a r e  s t i l l  
m o n i t o r e d  by  US F o r c e s .  A t  R i y a d h ,  f o r  e x a m p le ,  US CENTCOM i s  in  
c h a r g e  o f  m o n i t o r i n g  AWACS a n d  t a n k e r  a i r c r a f t  t r a f f i c ’*"̂  A l l  
t o g e t h e r ,  t h e r e  a r e  6 0 0 0  A m e r i c a n s  w o r k in g  in  t h e  S a u d i  a rms  
i n d u s t r y ,  many o f  whom h o ld  k e y  p o s i t i o n s .
A n o t h e r  US p o l i c y  w h ic h  k e e p s  t h e  GCC d e p e n d e n t  on US 
w e a p o n r y  a n d  p e r s o n n e l  is  t o  d i s a l l o w  t h e  l i c e n s i n g  o f  h i g h - t e c h  
arms p r o d u c t i o n  o u t s i d e  t h e  NATO a n d  P a c i f i c  A l l i a n c e .  So t h e  GCC 
c a n n o t  p r o d u c e  i t s  ow;-, w e a p o n r y .  T h e y  must b u y  i t  f ro m  t h e  W est  —  
a n d  p r e d o m i n a n t l y  f r o m  t h e  US. S p a r e  p a r t s  f o r  GCC w e a p o n r y  a r e  
o n ly  a v a i l a b l e  on a US s c h e d u l e  '"1 T h e s e  t e c h n o l o g i c a l  
d e p e n d e n c i e s  i n s u r e  a p e r p e t u a t i o n  o f  t h e  a rm s  f o r  o i l  q u id  p r o  
quo,  t h r o u g h  w h ich  t h e  US is  a b l e  t o  o b t a i n  c h e a p  o i l  f o r  i n d u s t r y  
a n d  c o r r e c t  i t s  t r a d e  b a l a n c e .
'^ ' M c N a u g h t e r ,  Thomas L.  Arms a n d  O i l .  T h e  B r o o k in g s  I n s t i t u t i o n .  
W a s h i n g t o n ,  D.C. 1 9 8 5 .  p . 137.
' ^ ' F ' e t e r s o n ,  J .E .  D e f e n d i n g  A r a b i a . S t .  M a r t i n ' s  P r e s s .  New Y o rk -  1 9 8 6 .  
p . 5 7 .
’ * * ^ P e t e r s on, J .E .  D e f e n d i n g  A r a b i a .  S t .  M a r t i n ’ s P r e s s .  New Y o rk .  1 9 8 6 .  
p.193 .
’ * ’' C h o u d h r y ,  R a j .  T h e  G u l f ;  S c r a m b l e  f o r  S e c u r i t y .  S r e e d h a r .  D e h l i .  1 9 8 3 .  
p . 5 7 .
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W ith  t h e  d e v e l o p m e n t  o f  t h e  R a p id  D e p l o y m e n t  F o r c e ,  US 
s t r a t e g y  s h i f t e d  s o m e w h a t .  O u r  o b j e c t i v e  t h r o u g h o u t  t h e  e a r l y  
1 9 8 0 s  was t o  r e t a i n  a low p r o f i l e  m i l i t a r y  p r e s e n c e  v i a  f a l l b a c k  
b a s e s .  T h i s ,  a g a i n ,  r e f l e c t e d  l e s s o n s  l e a r n e d  f r o m  t h e  V ie t n a m  
W a r .  We d id  n o t  w a n t  t o  a l a r m  I s r a e l  o r  t h e  r e s t  o f  OPFC, a n d  we h a d  
l e a r n e d  t h a t  t h e  p o t e n t i a l  f o r  n a t i o n a l i s t  u p r i s i n g s  was i n c r e a s e d  
by t h e  o b v io u s  p r e s e n c e  o f  US t r o o p s .
On t h e  o t h e r  h a n d  t h e  US w a n t e d  t o  i m p r e s s  upon t h e  r a d i c a l  
n a t i o n s  o f  OPEC t h a t  o u r  w i l l i n g n e s s  t o  d e f e n d  S a u d i  A r a b i a  was  
e t c h e d  in  s t o n e .  And as  t h e  1 9 8 0 s  p r o g r e s s e d  t h e  K i s s i n g e r  
D o c t r i n e ,  w h ic h  e m p h a s i z e s  more d i r e c t ,  h a n d s - o n  US m i l i t a r y  
o p e r a t i o n s ,  b e g a n  t o  i n c r e a s i n g l y  show i t s e l f  in  t h e  R e a g a n  
A d m i n i s t r a t i o n ’ s f o r e i g n  p o l i c y .  P ' r im ary  t o  t h i s  p o l i c y  was t h e  
e s t a b l i s h m e n t  o f  t h e  GCC as  a r e g i o n a l  r e s o u r c e  s e c u r i t y  s y s t e m .
B e g i n n i n g  w i t h  t h e  c o n s t r u c t i o n  o f  t h e  D h a h r a n  A i r  B a s e ,  t h e  
US Army C o rp s  h a s  made a c o n s c i o u s  e f f o r t  t o  o v e r b u i l d  t h e  S a u d i  
m i l i t a r y  i n f r a s t r u c t u r e  b e y o n d  a b s o r p t i o n  c a p a b i l i t i e s .  T h i s  
p t - o v id e d  t h e  US w i t h  an a c c e s s i b l e  m i l i t a r y  a r s e n a l  fo r -  p o s s i b l e  US 
i n t e r v e n t i o n s  in  t h e  G u l f  R e g io n .  T h i s  i s  one o f  many r e a s o n s  why  
t h e  US b a s e d  o p e r a t i o n s  in  t h e  kingdom d u r i n g  t h e  w a r  a g a i n s t  I r a q .
L a s t  y e a r  B r i t i s h  A e r o s p a c e  f i n a l i z e d  a  c o n t r a c t  b u i l d  
S a u d i  b a s e s  in  1 9 9 0 ,  a f t e r  t h e  I s r a e l i  lo b b y  in  t h e  US C o n g r e s s  
v e t o e d  a  $21 b i l l i o n  S a u d i  d e f e n s e  p a c k a g e  t h a t  i n c l u d e d  F - 1 5 s ,  
A p a c h e  h e l i c o p t e r s  a n d  M-1  t a n k s .  T h e  B r i t i s h  s o ld  t h e  S a u d is  
T o r n a d o  F i g h t e r s  i n s t e a d  a n d  much o f  t h e  c o s t  was a g a i n  c o v e r e d  by  
t h e  S a u d i ’ s s e l l i n g  c h e a p  c r u d e .
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B r i t i s h  A e r o s p a c e  h a d  b o u g h t  B a l l a s t  Nedam, a D u t c h  
c o n s t r u c t i o n  com pany w i t h  S a u d i  t i e s ,  a y e a r  e a r l i e r  t o  h e l p  s e c u r e  
t h e  d e a l .  B a l l a s t  Nedam h a d  b u i l t  t h e  B a h r a i n - S a u d i  b r i d g e ' * ’"*. 
T h e  B r i t i s h  made $ 6 0  b i l l i o n  o f f  t h e  d e a l ,  making i t  t h e  l a r g e s t  s a l e  
e v e r  by  a w e s t e r n  c o u n t r y .  I n  N o v e m b e r  1 9 9 0 ,  P r e s i d e n t  B ush  
r e q u e s t e d  a s m a l l e r  m i l i t a r y  a i d  p a c k a g e  f o r  t h e  S a u d i s ,  in  h o p e s  
t h a t  t h e  s t r o n g  I s r a e l i  L o b b y  in  t h e  US C o n g r e s s  would  a t  l e a s t
The  v u l n e r a b i l i t y  o f  RICA i n t e r e s t s  in  t h e  B u l f  o i l f i e l d s  h a d  
become o b v io u s  as  t h e  de s t a b i l i z i n g  e v e n t s  o f  1979  u n f o l d e d .  
I n d i v i d u a l  r e s o u r c e  s e c u r i t y  s t a t e s  c o u ld  no l o n g e r  be e n t r u s t e d  
t o  g u a r d  so p>-ec ious a r e s o u r c e  as  o i l .  I t  i s  i l l u s t r a t i v e  o f  a 
l a r g e r  c r i s i s  o f  w o r l d  c a p i t a l i s m  t h a t  i t  becam e n e c e s s a r y  f o r  RICA 
Ln c r e a t e  a more c o m p r e h e n s i v e  a n d  m a n a g e a b le  r e g i o n a l  r e s o u r c e  
s e c u r i t y  a p p a r a t u s  t o  s a f e g u a r d  i t s  c o n t i n u e d  a c c e s s  t o  c h e a p  o i l  
in t h e  G u l f  R e g io n ,  t h r o u g h  t h e  c r e a t i o n  o f  t h e  GCC.
,, , ■ \   ̂ Ï L
T he I r a n / I r a q  War
"^he I r a n / I r a q  w a r  s e r v e d  as  a t e s t  c a s e  f o r  t h e  c r i t i c a l
t r a n s i t i o n  b e t w e e n  R ICA’ s s t r a t e g y  o f  e x p l o i t a t i o n  o f  r e s o u r c e s
v i a  r e s o u r c e  s e c u r i t y  s t a t e s  a n d  RICA’ s new,  more c o m p r e h e n s i v e  
a n d  more m a n a g e a b l e  s t r a t e g y  o f  t h e  e x p l o i t a t i o n  o f  G u l f  o i l
t h r o u g h  t h e  GCC r e g i o n a l  r e s o u r c e  s e c u r i t y  s y s t e m .
As m e n t i o n e d  e a r l i e r ,  Z b i g n i e w  B z r e z i n s k i  h a d  met w i t h  Saddam  
H u s s e i n ,  t h e  K u w a i t i  e m i r  a n d  S a u d i  o f f i c i a l s  in  K u w a i t  C i t y  in  1 979
“ •■’• F r e n c h m a n ,  M i c h a e l .  " D i f f e r e n t  D i r e c t i o n  f o r  G r o w th :  D e f e n s e  O f f - s e t  
D e a l s " ,  T he  O i l  D a i l y .  N o v e m b e r  12, 1 9 9 0 .  p . C - 8 .
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t o  a r r a n g e  S a u d i  a n d  K u w a i t i  f u n d i n g  f o r  Sadd am ’ s i n v a s i o n  a n d  
s u b s e q u e n t  a m p u t a t i o n  o f  I r a n ’ s K h u z i s t a n  r e g i o n .  In  t u r n  Saddam  
w as p r o m i s e d  c o n t r o l  o f  t h e  s t r a t e g i c  S h a t t - a l - A r a b  w a t e r w a y ,  
o v e r  w h ic h  I r a n  a n d  I r a q  h a d  a l w a y s  q u a r r e l l e d .  P r e s i d e n t  Jimmy  
C a r t e r  h i m s e l f  h a d  g i v e n  H u s s e i n  t h e  g r e e n  l i g h t  t o  i n v a d e  t h r o u g h  
t h e  S a u d i s ' * ’ .
From 1 9 8 2  u n t i l  t h e  w a r  e n d e d  K u w a i t ,  S a u d i  A r a b i a  a n d  t h e  
UAE p r o v i d e d  i n t e r e s t - f r e e  l o a n s  t o  I r a q .  K u w a i t  a n d  S a u d i  A r a b i a  
a l o n e  s e n t  I r a q  o v e r  $ 6 0  b i l l i o n  in  a i d ’** In  a d d i t i o n ,  K u w a i t ,  UAE
a n d  J o r d a n  a l l  made t h e i r  p o r t s  a v a i l a b l e  t o  t h e  I r a q i  N a v y .  And
b o th  t h e  S a u d i s  a n d  Oman p r o v i d e d  l a n d i n g  r i g h t s  f o r  I r a q i  M l G - 2 7  
f i g h t e r s .
T h r o u g h o u t  t h e  w a r  t h e  US g a v e  some l i p  s e r v i c e  to
s u p p o r t i n g  I r a q ,  b u t  a c t u a l  US p o l i c y  d u r i n g  t h e  w a r  was much more  
co m p lex .  J o u r n a l i s t  L a r r y  E v e r e s t  r e c a l l s  a 1979  memo f ro m  
Z b i g n i e w  B r z e z i n s k i  t o  P r e s i d e n t  Jimmy C a r t e r  in  which  B r z e z i n s k i  
t e r m s  t h e  I r a n / I r a q  c o n f l i c t ,  "a u n iq u e  o p p o r t u n i t y  to  c o n s o l i d a t e  
o u r  s e c u r i t y  p o s i t i o n . "  In  a d d i t i o n ,  t h e n - C a r t e r  N a t i o n a l
S e c u r i t y  S t a f  f e r  G a r y  S ic k  a t  t h e  t im e  s t a t e d ,  "The  US h a s  r e s i s t e d  
moves in  t h e  U n i t e d  N a t i o n s  t o w a r d s  a n e g o t i a t e d  s e t t l e m e n t  o f  t h e
’*’ E V e r e s t ,  L a r r y .  " T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  I n  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p .8 .
’ **Ah mad, E q b a l .  " N i g h t m a r e  V i c t o r y " ,  M o t h e r  J o n e  s. M a r c h / A p r i l  1991.  p .6 .
’* ^ E V e r e s t ,  L a r r y .  "T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  I n  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p .8 .
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t a n k e r  w a r .  And so h a s  I r a q . "
I t  w a s ,  in  f a c t ,  I r a q  w h ic h  h a d  i n i t i a t e d  t h e  a t t a c k s  on K u w a i t i  
o i l  t a n k e r s  a f t e r  t h e  US N a v y  b e g a n  r e - f l a g g i n g  them in  1 9 8 4 .  
S e c r e t a r y  o f  D e f e n s e  C a s p a r  W e i n b e r g e r  c h a r a c t e r i z e d  t h e  r e ­
f l a g g i n g  a s  a " t r a d e - o f f  f o r  b a s i n g  r i g h t s "  in  t h e  e m i r a t e s .  By 
1 9 8 7  t h e  I r a q i s  h a d  d a m a g e d  219 t a n k e r s ' * * .
M e a n w h i l e  t h e  US a n d  I s r a e l  s e t  o u t  t o  arm t h e  I r a n i a n s .  In  
1 9 8 0 — t h e n  R e a g a n  c a m p a ig n  m a n a g e r  a n d  l a t e r  CIA D i r e c t o r —  
W il l ia m  C a s e y  l e d  a d e l e g a t i o n  t o  a M a d r i d  m e e t in g  s e t  up by I r a n i a n  
arm s  d e a l e r  J a m s h i d  H a s h e m i .  T h e r e  C a s e y  a g r e e d  t o  l e t  t h e  
I r a n i a n s  b u y  US a rm s  a n d  p r o m i s e d  t o  r e l e a s e  I r a n i a n  a s s e t s  f r o z e n  
by US b a n k s  ( m o s t ly  C h a s e  M a n h a t t a n )  i f  T e h r a n  would d e l a y  t h e  
r e l e a s e  o f  US h o s t a g e s  u n t i l  a f t e r  R e a g a n ’ s, e l e c t i o n ' ^ * .  T h e  5 2  
h o s t a g e s  s e i z e d  in  t h e  1979  t a k e o v e r  o f  t h e  US e m b ass y  in  T e h r a n  
w e r e  r e l e a s e d  w i t h i n  m in u t e s  o f  R e a g a n ’ s e l e c t i o n ' ^ ' .  In  1981 
J a m s h i d  H a s h e m i  b o u g h t  a G r e e k  f r e i g h t e r  a n d  made f o u r  t r i p s  
b e t w e e n  t h e  I s r a e l i  p o r t  o f  b l i a t  a n d  t h e  I r a n i a n  p o r t  o f  B a n d a r  
Abba s . The- c a r g o  c o n s i s t e d  o f  $ 15 0  m i l l io n  in  w e a p u , ' c an d
“•“E v e r e s t ,  L a r r y .  "T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  In  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p . 9.
' “" " E v e r e s t ,  L a r r y . "T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  In  T h e s e  
T im es .  J u l y  2 0 ,  1 9 8 6 .  p . 9.
" " " E x - A r m s  D e a l e r  S a y s  C a s e y  C u t  D e a l  w i t h  I r a n " ,  S p o k an e  Spok .esm an-  
R e v ie w .  J u n e  21, 1991.  p . l .
" ' " E x - A r m s  D e a l e r  S a y  s C a s e y  C u t  D e a l  w i t h  I r a n " ,  S p o k a n e  Spoke  ̂m anr  
R e v i e w .  J u n e  21,  1991.  p . A - 9 .
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a m m u n i t io n  p r o d u c e d  by I s r a e l i  D e f e n s e  I n d u s t r i e s  u n d e r  US 
l i c e n s e ’ ’ ^. M e a n w h i l e ,  t h e  C IA  p r o v i d e d  t h e  A y a t o l l a h  w i t h  a l i s t  o f  
T u d e h  P a r t y  members a n d  o t h e r  I r a n i a n  l e f t i s t s ,  many o f  whom w e r e  
l a t e r  s u m m a r i l y  e x e c u t e d ” ^.
T h r o u g h o u t  t h e  I r a n / I r a q  w a r  US i n t e l l i g e n c e  o f f i c i a l s  w e r e  
a t t e m p t e d  t o  e s t a b l i s h  r e l a t i o n s  w i t h  more m o d e r a t e  e l e m e n t s  
w i t h i n  I r a n .  L t .  C o l .  O l i v e r  N o r t h  h a d  s e c r e t l y  met w i t h  I r a n i a n  
o f f i c i a l s ,  t e l l i n g  them t h a t ,  "Saddam must go." T h i s  is  c o n s i s t e n t  
c o n s i d e r i n g  t h a t  an  i m p o r t a n t  p a r t  o f  t h e  US N a v y ’ s m is s io n  in  t h e  
G u l f  was t o  p r e s s u r e  I r a n  b a ck  i n t o  t h e  W e s t e r n  camp, w h i le  
p r e v e n t i n g  a n  I r a n i a n  v i c t o r y ” ", k o r  t h a t  m a t t e r  t h e  US d id  n o t  
w a n t  e i t h e r  s id e  to  s c o r e  u d e c i s i v e  v i c t o r y  w h ic h  would  l e a v e  t h e  
w i n n e r  p o i s e d  t o  t a k e  on t h e  S a u d i s .  C o n v e r s e l y ,  a s t a g g e r i n g  
d e f e a t  to  e i t h e r  I r a n  o r  I r a q  c o u ld  c r e a t e  i n t e r n a l  r e v o l u t i o n a r y  
p o t e n t i a l  a n d  i n c r e a s e d  S o v i e t  i n f l u e n c e .
T he  US N a v y ’ s G u l f  t a n k e r  e s c o r t s  w e r e  a l s o  i n t e n d e d  t o  
s t r e n g t h e n  t i e s  w i t h  GCC a l l i e s ,  w h i l e  a t  t h e  same time t h e  i n c r e a s e  
in  US f o r c e s  in  t h e  r e g i o n  a l l o w e d  f o r  t h e  m o d e r n i z a t i o n  o f  US 
m i l i t a r y  i n s t a l l a t i o n s ” .̂ US N a v y  f l o t i l l a s  p a s s e d  t h r o u g h  t h e  
S t r a i t s  o f  Hormuz a n d  i n t o  t h e  P ' e r s i a n  G u l f  a t  an a c c e l e r a t e d  r a t e
” ^"Ex-A rm s  D e a l e r  S a y s  C a s e y  C u t  D e a l  w i t h  I r a n " ,  S p o k an e  S p o k e s m a n -  
R e v ie w .  J u n e  21, 1991.  p . l .
” -’P r a d o s ,  J o h n .  P r e s i d e n t ’ s S e c r e t  W a rs :  CIA a n d  P e n t a g o n  O p e r a t i o n s  
f rom WWI T h r o u g h  I r a n s c a m . Q u i l l  W i l l iam  M o r ro w .  New Y o rk .  1 98 6 .  p .3 7 8 .
' ’ ‘ E v e r e s t ,  L a r r y .  "T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  In  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p . 18.
’ ’ ’ E v e r e s t ,  L a r r y .  "The  G u l f  b e t w e e n  P ' r e t e n s e  a n d  R e a l i t y " ,  I n  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p .10.
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d u r i n g  1 9 8 7 ,  a s  t h e  US p o s i t i o n e d  i t s e l f  f o r  w a r .
N o t h i n g  c o u l d  h a v e  h e e n  more b e n e f i c i a l  f o r  t h e  GCC s t a t e s  
t h a n  t h e  c o m p l e t e  d e c i m a t i o n  o f  t h e  o i l  i n f r a s t r u c t u r e  o f  b o th  I r a n  
a n d  I r a q .  T h e  two c o u n t r i e s  h a d  b e e n  t h e  o n l y  OPEC n a t i o n s  a b l e  t o  
c h a l l e n g e  S a u d i  d o m in a n c e  o f  OPEC. And b o t h  c o u n t r i e s  w e r e  now 
h o t b e d s  f o r  A r a b  n a t i o n a l i s m .  I r a n  h a d  j o i n e d  A l g e r i a ,  S y r i a  a n d  
L i b y a  in  d e n o u n c i n g  t h e  S a u d i  r e g i m e  a s  a US p u p p e t .
I s r a e l ,  t o o ,  w o u ld  b e n e f i t  f r o m  t h e  d e s t r u c t i o n  o f  t h e  two  
n a t i o n s .  T h e  I r a q i  R e p u b l i c a n  G u a r d  w e r e  a w e l l  d i s c i p l i n e d  f o r c e  
c a p a b l e  o f  p o t e n t i a l l y  d e f e a t i n g  t h e  I s r a e l i  a rm y  in  a g r o u n d  w a r .  
And I r a q ’ s M I G - 2 7 s  made I s r a e l  e x c e e d i n g l y  n e r v o u s .  T h e  I r a n i a n  
m i l i t a r y ,  w h ic h  t h e  US h a d  f o r t i f i e d  d u r i n g  t h e  S h a h ’ s r e i g n ,  was  
a l s o  a f o r m i d a b l e  r e g i o n a l  m i l i t a r y  f o r c e T h e  w o r s t - c a s e  
s c e n a r i o  f o r  b o t h  S a u d i  A r a b i a  a n d  I s r a e l  w ou ld  be an  a l l i a n c e  
b e t w e e n  I r a n  a n d  I r a q .  In  1981 t h e  I s r a e l i s ,  s e i z e d  t h e  o p p o r t u n i t y  
p r o v i d e d  by  t h e  I r a n / I r a q  W ar  t o  bomb I r a q ’ s lo n e  n u c l e a r  r e a c t o r .
T he  I r a n / I r a q  c o n f l i c t  was a w a r  o f  a t t r i t i o n .  I t  was t h e  
f i r s t  t im e  in  t h e  h i s t o r y  o f  r e g i o n a l  c o n f l i c t  t h a t  t h e  p r i m a r y  
t a r g e t s  w e r e  e co n o m ic .  E a c h  s id e  s u f f e r e d  b e t w e e n  $ 2 5 - 3 5  b i l l i o n  
in  d a m a g e s .  T h e  I r a q i s  d e v a s t a t e d  I r a n ’ s l a r g e s t  p o r t  a t  
K h o r r a m s h a h r ,  d i s r u p t i n g  o i l  e x p o r t s  a n d  d e p l e t i n g  I r a n  o f  n e e d e d  
f o r e i g n  e x c h a n g e ’ ’ ^. I r a q i  MIGs s t r a f e d  t h e  r e f i n e r i e s  a t  A b a d a n  
a n d  A hw a z  on t h e  S h a t t - a l - A r a b -  I r a n  was l i t e r a l l y  d e - m o d e r n i z e d
'^‘’E v e r e s t ,  L a r r y .  "T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  In  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p .8 .
’ ^ ' B a k h a s h ,  S h a u l .  T he  R e in n  o f  t h e  A y a t o l l a h s ;  I r a n  a n d  t h e  I s l a_m_ic 
R e v o l u t i o n .  B a s i c  Books ,  I n c .  New Y o r k .  1 9 6 4 .  p .193 .
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by t h e  w a r .
I r a q i  o i l  e x p o r t s  w e r e  a l s o  c u r t a i l e d ,  a l l o w i n g  t h e  GCC 
( p r i m a r i l y  t h e  S a u d i s  a n d  K u w a i t i s )  t o  s t e p  up p r o d u c t i o n  a n d  
s h i p m e n t s  o f  c r u d e ,  much o f  w h ic h  was b e i n g  s h i p p e d  o u t  o f  t h e  G u l f  
w i t h  US N a v y  e s c o r t .  T h e r e  i s  some i n d i c a t i o n  t h a t  t h e  A m e r i c a n s  
w e r e  a l s o  d i r e c t i n g  S a u d i  s e c u r i t y  d u r i n g  t h e  w a r ‘ ’ “. I r a n  
r e s p o n d e d  t o  t h i s  e c o n o m ic  d e s t a b i l i z a t i o n  by d r o p p i n g  NIOC’ s 
( N a t i o n a l  I r a n i a n  O i l  C o r p o r a t i o n )  p o s t e d  p r i c e  on I r a n i a n  c r u d e  by  
$ 5 / b a r r e l ,  in  an a t t e m p t  t o  p r e s s u r e  t h e  S a u d i s  t o  d e c r e a s e  
p r o d u c t i o n .  T h e  I r a n i a n s  c o m p l e t e d  n u m e r o u s  " u n d e r  t h e
T ab le  10
OPEC M em ber C ountries’ Oil Exports as a Percentage of Total Exports
1BB2 1983 1984 1885 1886 1887 1888
ALGCfltA. B1.9 8 4 8 77.5 71 4 84.9 70.4 8 7 4
ECUADOR « 4 8 7 3 8 7 0 0 88.3 45.2 35 8 445
GABON 8 3 4 82.6 83.4 8 3 5 58 9 89.7 88.8
MDONESM 88Z «4.1 57.0 4 8 9 37.2 35 9 287
IR IRAN 99.0 9 9 2 987 98.4 8 8 3 90.0 899
KAO 9 9 5 9 9 0 998 998 88 1 991 99 1
KUWAIT 80S 841 87.5 83.8 8 8 0 90.0 87.9
S P UBYANAJ 98.7 9 8 4 98.5 98.3 85 7 98.2 98.2
NIGERIA 9 8 0 97.0 988 983 97.7 85 4 83 9
QATAR 9 4 8 83.0 972 9 9 0 93.0 92.2 91.4
SAUCH ARABIA 95 5 93.3 91.3 8 9 9 87 1 853 88 4
UNITED ARAB EMIRATES 8 4 2 79 5 81.2 80.2 738 87.9 80 0
VENEZUELA 94.7 9 2 0 902 844 8 8 8 828 848
AVERAGE OPEC BOB 8 8 J 88.1 8 4 9 78.7 77 4 73.8
‘ ’ ‘’C h o u d h r y ,  R a j .  The  G u l f ;  S c r a m b le  f o r  S e c u r i t y .  S r e e d h a r .  D e h l i .  1 9 8 3 .  
p . 100 .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
95
t a b l e "  d e a l s  w i t h  n o n - a l i g n e d  c u s t o m e r s ,  i n c l u d i n g  many w i t h  I n d i a ,  
I r a n ’ s b i g g e s t  b u y e r .  B u t  t h e  m a jo r s  w e r e  a b l e  t o  s t o c k p i l e  c h e a p  
GCC c r u d e  a n d ,  in  t h e  e n d ,  t h e  n o n - a l i g n e d  n a t i o n s  w e r e  d e v a s t a t e d  
a l o n g  w i t h  t h e i r  I r a n i a n  s u p p l i e r ” ' ' .  L e d  by t h e  S a u d i s ,  t h e  GCC 
c r e a t e d  a n  o i l  g l u t  w h ic h  made i t  d i f f i c u l t  f o r  b o t h  I r a n  a n d  I r a q  t o  
r e e n t e r  t h e  m a r k e t  o r  r e b u i l d  i n f r a s t r u c t u r e .
M e a n w h i l e ,  t h e  US was  d e n y i n g  s p a r e  m i l i t a r y  p a r t s  t o  b o th  
I r a n  a n d  I r a q  t h r o u g h o u t  t h e  c o n f l i c t .  T h e  US h a d  s u p p l i e d  I r a n  
w i t h  an  a r s e n a l  o f  w e a p o n r y  o f  d u r i n g  t h e  r e i g n  o f  t h e  S h a h ,  b u t  
h a d  n o t  t r a i n e d  I r a n i a n  p e r s o n n e l  on t h e  most a d v a n c e  w e a p o n r y  o r  
s u p p l i e d  t h e  I r a n i a n s  w i t h  s p a r e  p a r t s .
When Saddam H u s s e i n  i n v a d e d  K h u z i s t a n ,  I r a q  h a d  some $ 4 0  
b i l l i o n  in  h a r d  c u r r e n c y  r e s e r v e s .  By t h e  end  o f  t h e  I r a n / I r a q  War,  
I r a q  owed t h e  S a u d i s  a n d  K u w a i t i s  $120  b i l l i o n ’**. F u r t h e r m o r e ,  
d u e  to  t h e  r e s i l i e n c e  o f  t h e  r e v o l u t i o n a r i e s  in  K h u z i s t a n ,  he h ad  
n o t  g a i n e d  c o n t r o l  o v e r  t h e  S h a t t - a l - A r a b  a s  B r z e z i n s k i  h a d  
a s s u r e d  him he w ou ld .  The  q u e s t i o n  o f  I r a q i  a c c e s s  t o  t h e  P e r s i a n  
G u l f ,  t o  w h ic h  t h e  B r i t i s h  t r a n s f o r m a t i o n  o f  B a s r a h  r e g i o n  i n t o  
K u w a i t  h a d  a l w a y s  b e e n  c e n t r a l ,  was l e f t  u n r e s o l v e d .  And S a u d i  
p r e d o m i n a n c e  w i t h i n  OPEC h a d  b e e n  r e a s s u r e d .
S t i l l ,  d e s p i t e  t h e  i m m e n s i t y  o f  S addam ’ s d e b t  t o  t h e  GCC 
r e g i o n a l  r e s o u r c e  s e c u r i t y  s y s t e m ,  I r a q  h a d  r e t a i n e d  much o f  i t s  
m i l i t a r y  p o w e r .  W i th  t h e  q u e s t i o n  o f  K u w a i t  u n r e s o l v e d  a n d  I r a q ’ s
‘ ’’' E v e r e s t ,  L a r r y .  "T h e  G u l f  b e t w e e n  P r e t e n s e  a n d  R e a l i t y " ,  In  T h e s e  
T im e s .  J u l y  2 0 ,  1 9 8 8 .  p . 11.
‘ “ B h o e n m a n ,  R a l p h .  I r a q  a n d  K u w a i t :  A H i s t o r y  S u p p r e s s e d .  V e r i t a s  P r e s s .  
S a n t a  B a r b a r a ,  CA. 1 9 9 0 .  p .21.
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m i l i t a r y  m a c h in e  f i n e  t u n e d ,  I r a q  r e p r e s e n t e d  a c l e a r  t h r e a t  t o  
RICA. And so,  RICA s e t  o u t  t o  a t t e m p t  t o  l u r e  I r a q  i n t o  t h e  f o l d  o f  
w o r l d  c a p i t a l i s m .
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CHAPTCH5  
The G u lf  War*
“I t  i s  most  l i k e l y  t h a t  t h e  US p l a n  f r o m  t h e  b e g i n n i n g  was t o  c a p t u r e  
S o u t h e r n  I r a q  b e c a u s e  t h a t  l a n d  h o ld s  t h e  r i c h e s t  o i l  f i e l d s  on 
e a r t h . "
- D a v i d  M a nga n  J r . / E d i t o r  o f  T h e  O i l  D a i l y
'T h e  t r i c k  in  t h e  M id d le  E a s t  i s  t o  k e e p  i t  s t i r r e d  up."
- R a l p h  L e w i s / S e n i o r  C o n s u l t a n t  f o r  C h e v r o n
“W h a t  we h a d  b e f o r e  t h e  w a r  was a s p e c i a l  r e l a t i o n s h i p  w i th  S a u d i  
A r a b i a .  Now we h a v e  a more s p e c i a l  r e l a t i o n s t u p . "
- D a n i e l  Y e r g i n / D i l  H i s t o r i a n
" T h e  U n i t e d  S t a t e s  w a n t s  maximum t e n s i o n  b e t w e e n  M i d e a s t  OPEC 
c o u n t r i e s / '
- E x c e r p t  f r o m  C o u n c i l  on F o r e i g n  R e l a t i o n s  p u b l i c a t i o n ,  
" T h e  M id d le  E a s t  in  t h e  New W or ld  Economic  O r d e r "
"W ar  IS b u s i n e s s  a n d  u u s i n e s s  i s  good."
- E d w i n  W i l s o n / f  o r m e r  CIA arms d e a l e r  
now s e r v i n g  a l i f e  s e n t e n c e  in  M a r io n  
p r i s o n  f o r  s e l l i n g  arms t o  L i b y a
"W hat  f u r t h e r  b l o o d s h e d  do t h e s e  b a r b a r i a n s  o f  t h e  2 0 t h  c e n t u r y  
need"* I t h o u g h t  t h e  A m e r i c a n s  h a d  c h a n g e d s i n c e  V i e t n a m . ^ b u t  no,  
t h e  V ne v e r  c h a n g e .  T h e y  r e m a i n  t r u e  t o  t h e m s e l v e s ^
- V i c t o r  F i l a t o v ,  R u s s i a n  j o u r n a l i s t  r e p o r t i n g  
f r o m  p o s t - w a r  B a g h d a d  in  S o v e t s k a y a  R o s s i y a
I m m e d i a t e l y  f o l l o w i n g  t h e  I r a n / I r a q  w a r ,  u n d e r  p r e s s u r e  f ro m  
i n t e r n a t i o n a l  c r e d i t o r s ,  most n o t a b l y  S a u d i  A r a b i a  a n d  K u w a i t ,  I r a q  
e m b a r k e d  upon a s w e e p i n g  e co n o m ic  l i b e r a l i z a t i o n  p r o g r a m .  The  
im m en se  d e b t  w h ic h  I r a q  i n c u r r e d  a s  a r e s u l t  o f  t h e  I r a n / I r a q  w a r  
h a d  t h e  p l a c e d  t h e  I r a q i s  s q u a r e l y  u n d e r  t h e  thumb o f  GCC
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c r e d i t o r s ,  who on b e h a l f  o f  RICA, s e i z e d  t h e  o p p o r t u n i t y  t o  a t t e m p t  
t o  r e i n t e g r a t e  I r a q ’ s s t a t e - r u n  economy b a c k  i n t o  t h e  s y s t e m  o f  
g l o b a l  c a p i t a l i s m .  RICA h a d  l o n g  w a n t e d  t o  b r e a k  I r a q  o f  i t s  
r e n e g a d e  a t t i t u d e  t o w a r d s  i n t e r n a t i o n a l  c a p i t a l .  Now t h e y  would  
o f f e r  H u s s e i n  t h e  " c a r r o t "  o f  a d d i t i o n a l  i n t e r n a t i o n a l  f u n d i n g  i f  
h e  w o u ld  t a k e  h i s  p r o p e r  p l a c e  u n d e r  t h e  w ing o f  RICA.
I r a q ’ s a g r i c u l t u r a l  s e c t o r  was d e n a t i o n a l i z e d ,  l a b o r  u n io n s  
w e r e  a b o l i s h e d  a n d  f o r e i g n  i n v e s t m e n t ,  w h ic h  h a d  b e e n  v i r t u a l l y  
b a n n e d  s i n c e  1 9 6 4 ,  b e g a n  t o  f l o w  i n t o  t h e  c o u n t r y .  L o c a l  e l i t e s  
b o u g h t  up p r e v i o u s l y  s t a t e - o w n e d  f a c t o r i e s ’®’ .
To f a c i l i t a t e  R ICA’ s a t t e m p t s  t o  b r i n g  I r a q  b a ck  i n t o  i t s  camp,  
t h e  U S / I r a q  B u s i n e s s  Forum  was e s t a b l i s h e d  in  1 989  w i th  t h e  h e l p  o f  
K i s s i n g e r  A s s o c i a t e s  (a  p r i v a t e  m u l t i n a t i o n a l  c o n s u l t i n g  f i r m  
f o u n d e d  by H e n r y  K i s s i n g e r  whose  d i r e c t o r s  h a v e  i n c l u d e d  
L a w r e n c e  E a g l e b u r g e r  a n d  B r e n t  S c r o w c r o f t ,  now b o t h  c l o s e  f o r e i g n  
p o l i c y  c o n f i d a n t s  o f  P r e s i d e n t  G e o r g e  B ush  a t  t h e  S t a t e  
D e p a r t m e n t  a n d  N a t i o n a l  S e c u r i t y  A g e n c y  r e s p e c t i v e l y ) .  The  
U S / I r a q  B u s i n e s s  Forum  i n c l u d e d  s u ch  m u l t i n a t i o n a l s  as  B e c h t e l  
C o r p o r a t i o n ,  F l u o r  D a n i e l ,  O c c i d e n t a l  P e t r o l e u m ,  W e s t i n g h o u s e  and  
A T& T '" - .  I n  1989  B a n c a  N a z i o n a l e  d e l  L a v a r o  <BNL), an  A t l a n t a -  
b a s e d  b a n k  w h ic h  i s  owned by  t h e  I t a l i a n  g o v e r n m e n t ,  a p p r o v e d  $ 3  
b i l l i o n  in  u n a u t h o r i z e d  lo a n s  t o  I r a q .  T h a t  same y e a r  BNL h a d  
c o n d u c t e d  a  s e r i e s  o f  money t r a n s f e r s  w i t h  t h e  Bank  o f  C r e d i t  a nd
‘* " ' E x - A r m s  D e a l e r  S a y s  C a s e y  C u t  D e a l  w i t h  I r a n " ,  S p o kan e  Spokesman-  
R e v ie w .  J u n e  21,  1991.  p . 16.
‘“^ C o r n ,  D a v i d .  " G o n z a l e z ’ s D i s c o v e r y " ,  T h e  N a t i o n .  May 13,  1991.  p .6 2 0 .
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Commerce I n t e r n a t i o n a l ,  w h ic h  h a d  b e e n  t h e  main l a u n d e r i n g  
i n s t r u m e n t  f o r  M a n u e l  N o r i e g a ' s  c o c a i n e  r e v e n u e s .  H e n r y  
K i s s i n g e r ,  a  p o w e r f u l  p l a y e r  i n  RICA s t r a t e g y - m a k i n g ,  i s  a l s o  a  
member  o f  t h e  BNL c o n s u l t i n g  b o a r d ,  a l o n g  w i t h  D a v id  
R o c k e f e l l e r
D e s p i t e  s u c h  e f f o r t s  by  RICA, t h e  p r e s s u r e s  b r o u g h t  a b o u t  by  
I r a q ’ s a b r u p t  t r a n s f o r m a t i o n  f r o m  a p r e d o m i n a n t l y  s t a t e - r u n  
economy t o  one  open t o  t h e  f i c k l e  whims o f  i n t e r n a t i o n a l  m a r k e t  
m e c h a n is m s ,  w hen  c o m b in e d  w i t h  t h e  d e v a s t a t i o n  w r o u g h t  by t h e  
I r a n / I r a q  w a r ,  l e f t  I r a q ’ s economy d e v a s t a t e d
T h e  Q u e s t i o n  o f  K u w a i t  
I r a q  h a d  a l w a y s  t h o u g h t  o f  K u w a i t  as  B a s r a h  P r o v i n c e .  Many  
t i m e s  I r a q i  l e a d e r s  h a d  c h a l l e n g e d  t h e  c o l o n i a l  B r i t i s h - F r e n c h  
S y k e s - P i c o t  A g r e e m e n t  w h ich  made K u w a i t  a B r i t i s h  p r o t e c t o r a t e .
R a lp h  S h o e n  man’ s book , I r a q  a n d  K u w a i t :  A H i s t o r y  S u p p r e s s e d
p r o v i d e s  a n  i n s i g h t f u l  c h r o n o l o g y  o f  t h e s e  c h a l l e n g e s  a n d  t h e  
r e s p o n s e  o f  t h e  RICA. In  t h e  m i d - 1 9 5 0 s  G e n e r a l  N u r i  e s - S a i d  
s u p p o r t e d  t h e  US a n d  B r i t i s h  i n s t i g a t e d  B a g h d a d  P a c t ,  b u t  l a t e r  
p u s h e d  t h e  d e m an d  t h a t  K u w a i t  be i n c o r p o r a t e d  i n t o  I raq ' *® .  He  
a l s o  h a t c h e d  t h e  F e r t i l e  C r e s c e n t  schem e w h ich  l e d  t o  t h e
‘®^Corn, D a v i d .  " G o n z a l e z ’ s D i s c o v e r y ”, T h e  N a t i o n .  May 13, 1991.  p .6 2 0 .
’® * C h a u d r e y ,  K i r e n  A z i z .  "On t h e  Way t o  M a r k e t :  E con om ic  L i b e r a l i z a t i o n  
a n d  I r a q ’ s I n v a s i o n  o f  K u w a i t " ,  M id d le  E a s t  R e p o r t .  M a y - J u n e  1991. p .15.
‘ *®Shoenman,  R a lp h .  I r a q  a n d  K u w a i t :  A H i s t o r y  S u p p r e s s e d .  V e r i t a s  P r e s s .  
S a n t a  B a r b a r a ,  CA. 1 9 9 0 .  p . lb
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fo rm atio n  o f  th e  A rab  League In  1945*»*. But e s -S a id  was s t i l l  a 
monarch whom Ir a q i 's  in c r e a s in g ly  ra d ic a l iz e d  populace came to  view  
as a W estern  p u p p e t** :  In  1958 e s -S a id  was deposed in  a p a lace
coup by a  group o f  n a t io n a l is t  Army o f f i c e r s  led  by Abdul Karim 
Qassim. T h e re  is  some ev idence  t h a t  th e  US and B r i ta in  allowed  
Qassim to  ta k e  power in  o r d e r  to  appease I r a q i  n a t io n a l is ts  because  
Qassim was seen as "conta inab le . '***  A t any r a t e ,  i t  was th e  
r a d ic a l iz e d  I r a q i  populace which moved Qassim l e f t ;  he too would 
c a l l  f o r  th e  in c o rp o ra t io n  o f  Kuwait in to  B asrah  P rov ince .
But when Qassim l i f t e d  th e  ban on th e  I r a q i  Communist P a r ty ,  
RICA lo s t  i t s  p a t ie n c e .  In  1960, S idney G o tt le ib  o f  th e  CIA's  
T e c h n ic a l S e rv ic e s  D iv is io n  laun ch ed  an e f f o r t  to  a s s a s s in a te  
Qassim. By 1963, Bruce Odell o f  th e  CIA had a r ra n g e d  an a i r l i f t  o f  
arms to  a c e l l  o f  coup p lo t t e r s  in  I r a q ,  c o n s is t in g  o f  r ig h t  and  
c e n t r i s t  f a c t io n s  o f  th e  B a 'a th  P a r ty .  The po int-m an f o r  Odell and  
th e  CIA, whose r i g h t i s t  f a c t io n  would emerge a f t e r  f in a l l y  
a s s a s s in a t in g  Qassim in  1963, was Saddam Hussein***.
Throughout th e  70s I r a q i  P re s id e n t  a l -B a k r  a ttem pted  to  
n e g o t ia te  w ith  th e  now in d ep en d en t K uw aiti governm ent. But each  
time th e  K u w a it is  r e f u s e d  to  g ive  any ground. The CIA fu n n e le d
***H urew itz , J.C. Diolomacv in th e  N e a r  and Middle East:  A Documentary. 
Record; 1914-1956. D. Van N o s tran d  Company, In c . P r in c e to n . 1956. p .236.
**^Shoenman, Ralph. I r a q  and Kuwait: A H is to rv  Suppressed. V e r i ta s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p . l2 .
"Mghoenman, Ralph. I r a n  and Kuwait; A H is to rv  Suppressed. V e r i ta s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p . l2 .
ra g  and Kuwait; A H is to rv  Suppressed . V e r i ta s  P re s s .  
. p . l4 .
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arms to  th e  K urds th ro u g h  th e  Shah o f  I r a n  in  a tte m p ts  to  
d e s ta b i l iz e  th e  a l - B a k r  regim e. And a f t e r  a 1975 a tte m p te d  coup on 
th e  a l - B a k r  governm ent f a i le d ,  I r a q i  p o lice  claim to  have  found  US 
b ankno tes  in  th e  p o ss e s s io n  o f  th e  c o l la b o ra to rs '* * .
F o r  th e  p a s t  f o u r  decades  RICA has s tru g g le d  to  c o n ta in  I r a q i  
n a t io n a lis m . Though in  th e  s h o r t  te rm , RICA was ab le  to  m anipu la te  
I r a q 's  in t e r n a l  p o l i t ic s  v ia  th e  e s ta b lis h m e n t  o f  tem p o rary  puppet  
reg im es, th e y  w ere  n e v e r  a b le  to  c o n ta in  th e  w idespread  ra d ic a lis m  
which e x is te d  th ro u g h o u t th e  I r a q i  populace. I t  is  in th is  c o n te x t  
t h a t  RICA e n l is te d  th e  GCC, which in  i t s  both d isp en s ab le  (in th e  
long term ) and in d is p e n s a b le  (in th e  s h o r t  term ) ro le  as re g io n a l  
r e s o u r c e  s e c u r i t y  system , would c o n t in u a l ly  launch  d e s ta b i l iz a t io n  
a tte m p ts  a g a in s t  I r a q  th ro u g h o u t th e  1980s.
The Economic D e s ta b i l iz a t io n  o f  I r a q  
Shoenman's book a ls o  d e ta i ls  th e  economic d e s ta b i l iz a t io n  o f  
I r a q  which led  to  th e  I r a q i  in v a s io n  o f  Kuwait in August 1990. While  
Saddam was p reo c cu p ied  w ith  th e  I r a n ia n s ,  th e  K uw aitis  slowly  
began to  move t h e i r  b o rd e r  w ith  I r a q  n o rth w a rd  in to  th e  a r e a  
occupied by th e  g r e a t  Rumaila o i l  f i e l d .  T h e re  th e  K uw ait is  
e s ta b l is h e d  m i l i t a r y  in s t a l l a t io n s ,  fa rm s and o il f a c i l i t i e s .  The  
"expansion" added 9 0 0  s q u a re  miles to  Kuwait and gave them c o n tro l  
o f  th e  s o u th e rn  p o r t io n  o f  Rumaila, which c o n ta in s  th e  la r g e s t
'**Shoenman, Ralph. I r a q  and Kuwait: A H is to r v  S up pressed . V e r i t a s  P re ss .  
S a n ta  B a rb a ra ,  CA. 1990. p .20 .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
102
p o rt io n  o f  th e  f i e l d ’ s oil***.
In th e  e a r ly  1980s , th e  K uw ait i em ir bought S an te  Fe D r i l l in g  
C o rp o ra t io n  o f  f i lh a e b ra ,  CA f o r  $2 .3  b i l l io n .  S a n te  Fe is  no ted  f o r  
i t s  h ig h - te c h  s la n t  d r i l l i n g  c a p a b i l i t ie s .  Throughout th e  1980s, th e  
K u w a it is  p ro ceed ed  to  d r i l l  deep in to  Rumaila. I r a q  would l a t e r  
a ccu se  th e  K u w a it is  o f  s te a l in g  $1.4 b i l l io n  w orth  o f  o il from  
Rumaila
In l a t e  June o f  1990, I r a q ’ s Ambassador to  th e  U n ited  S ta te s ,
Mohammed A1 M oshat, a p p e a r in g  l i v e  on Cable News Network (CNN),
ta lk e d  ab o u t U S /K u w a it i  c o l la b o ra t io n  in  th e  d e s ta b i l iz a t io n  o f
I r a q ’ s economy. M oshat s ta te d :
I  hav e  documents w r i t t e n  by th e  CIA, d e ta i l in g  an economic 
d e s ta b i l i z a t io n  program a g a in s t  I r a q  in v o lv in g  K uw aiti S ta te  
S e c u r i ty  (KSS). On November 14, 1989, CIA D ir e c to r  William  
W e b s te r  in v i t e d  KSS o f f i c i a l s  to  Washington to  p lan  th is  
d e s ta b i l i z a t io n  e f f o r t . * * *
M oshat th en  re a d  ve rb a tim  from  th e  CIA document, which s ta te d :
I t  is  im p o rta n t  to  ta k e  a d va n ta g e  o f  th e  d e t e r io r a t in g  
economic s i tu a t io n  in  I r a q  in  o rd e r  to  pu t p re s s u re  on I r a q  to  
d e l in e a te  b o rd e r  s i tu a t io n .  Broad c o o p era tio n  should be 
i n i t i a t e d  betw een us (US and Kuwait). The CIA w ill  a ls o  t r a i n  
128 e l i t e  K u w a it i  fo r c e s  to  p r o te c t  th e  a l-S a b a h  fa m ily .  And 
we w il l  h e lp  au tom ate  fu n c t io n s  o f  th e  S ta te  S e c u r i ty  
D ep a rtm en t and f a c i l i t a t e  th e  exchange o f  in fo rm a t io n  w ith  
S y r ia  and Ira n .* * *
M oshat a ls o  s t a te d  t h a t  much o f  K uw ait’ s w ea lth  is  s t i l l
‘ • ‘ Shoenman, Ralph. I r a q  and Kuwait: A H is to rv  Suppressed . V e r i t a s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p . l8 .
***Shoenman, Ralph. I r a q  and Kuwait: A H is to rv  Suppressed . V e r i ta s  P re s s .  
S a n ta  B a r b a r a ,  CA. 1990. p .18.
***Cable News N etw ork. H e a d lin e  News. June 2 6 , 1990.
***Cable News N etw ork. H ea d lin e  News. June 2 6 , 1990.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
103
d e r iv e d  f r o *  th e  b a n k ro l l in g  o f  P a k is ta n -b a s e d  mujahadeen re b e l  
h e ro in  t r a f f i c k i n g  in th e  Golden C re s c e n t  reg io n  made up o f  I ra q ,  
I f 'ân , P a k is ta n  and A fg h a n is ta n .  The mujahadeen re b e ls  were  
s u p p o rted  th ro u g h o u t  th e  19B0s by RICA. CIA’ s c o v e r t  support
f o r  th e  r e b e ls  h as  been  t h e i r  la r g e s t  such o p e ra t io n  s ince  
Vietnam .
In J u ly  o f  1990 OPEC h e ld  a m eeting where i t  was ag re ed  t h a t  
each c o u n try  would lo w er t h e i r  p rod uction  r a te s  to  a v e r t  a f u r t h e r  
drop in o i l  p r ic e s .  The day a f t e r  th e  m eeting, Kuwait p u b lic ly  
announced t h a t  i t  had changed i t s  mind and would in c re a s e  
p ro d u c t io n . They flo o d ed  an a lr e a d y  o verloaded  m arket w ith
♦ 1 3 .2 5 /b a r r e l  "K uw ait i Export"  c rude
W ith in  th r e e  months I r a q i  crude went from $ 2 8 /b a r r e l  to
♦ l l / b a r r e l ,  r e s u l t in g  in a lo ss  o f  $14 b i l l io n  in o il r e v e n u e s .  I r a q ’ s 
economy, a l r e a d y  r e e l in g  u n d e r  mountains o f  debt in c u r re d  from th e  
I r a n / I r a q  War, was d e s p e r a te ly  in  need o f  th e  fo r e ig n  c u r re n c y  
which o i l  p ro v id ed  to  r e b u i ld  t h e i r  w a r - to r n  economy. While I r a q  
had been th e  only OPEC c o u n try  to  in c re a s e  th e  va lue  o f  t h e i r  
e x p o r ts  in th e  1980s, th e y  w ere  a ls o  th e  most dependent o f  th e  
OPEC n a t io n s  on o i l  e x p o r ts ,  e a rn in g  99.1ît o f  export re v e n u e  from  
th e  s a le  o f  o i l  in  1988’**. I r a q i  Fo re ig n  M in is te r  T a r iq  Aziz would 
l a t e r  conclude, " I t  is  in c o n c e iv a b le  t h a t  a regime such as t h a t  in  
K u w ait could r is k  engaging in  a c o n s p ira c y  o f  such magnitude
‘**Shoenman, Ralph. I r a q  and K uw ait: A H is to rv  Suppressed . V e r i t a s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p .23 .
***QPEC A nnua l R ep o rt .  G e n e ra l  S e c r e t a r i a t .  V ienna, A u s t r ia .  1989. p.8.
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a g a in s t  a  la r g e ,  s t ro n g  c o u n try  such as I r a q  i f  i t  were no t being  
s upp orted  by a g r e a t  power, and t h a t  power is  th e  U n ited  S ta te s  o f  
America."*^'
The d e s ta b i l iz a t io n  o f  I r a q ’ s economy and th e  subsequent  
t h e f t  o f  i t s  o i l  from Rumaila by th e  K uw ait is  r e p r e s e n ts  a 
m a n ife s ta t io n  o f  th e  GCC as a re g io n a l  re s o u rc e  s e c u r i ty  system , 
c a r r y in g  ou t a d e s ta b i l i z a t io n  campaign a g a in s t  I r a q  on b e h a l f  o f  
RICA and w ith  th e  e s s e n t ia l  backup support o f  th e  US m il i ta ry  
machine, which has  been H e s s ia n ize d  to  th e  r o le  o f  RICA’ s po lice  
fo r c e .  RICA had g iven  up on b r in g in g  I r a q  back in to  th e  c a p i t a l i s t  
fo ld .  And a f u l l  s c a le  w a r  was th e  only rem ain ing  so lu t io n .
ARAMCO Expands
I t  was in 1988 t h a t  ARAMCO f i r s t  announced i t s  in te n t io n  to  
p a i r  up w ith  th e  in t e r n a t io n a l  major o il companies to  bu ild  
downstream  v e n tu r e s .  On March 21, 1990 in Houston, Texas, th e r e  
was a lo w - p r o f i l e  m eeting betw een  ARAMCO o f f i c i a l s  and e x e c u t iv e s  
from th e  w o rld ’ s six la r g e s t  c o n s tru c t io n  companies— B e c h te l ,  
F lu o r  D a n ie l,  F o s t e r  W h ee le r , MW Kellogg, ABB and Lummus C r e s t .  A ll  
a r e  US c o rp o r a t io n s ,  w ith  th e  exception  o f F o s te r  W heeler, which is  
a U S -b a s e d  s u b s id ia ry  o f  a  B r i t is h  company.
A t th e  g a th e r in g ,  ARAMCO u n v e ile d  p lans  f o r  a major dom estic  
expansion  p lan  o f  th e  Saudi A ra b ia n  o il in d u s t r y ,  which would be 
w o rth  $10-15  b i l l io n  in c o n t r a c ts  to  th e  c o n s tru c t io n  f i rm s .  The
‘•’ Shoenman, Ralph. I r a q  and K uw ait: A H is to rv  S uppressed . V e r i ta s  P re ss .  
S a n ta  B a rb a ra ,  CA. 1990. p .2 l .
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
105
expansion would in c r e a s e  r e f i n e r y  c a p a c ity  a t  Ras T a n u ra  by 25% 
and e n s u re  Saud i hegemony o v e r  o i l  p r ices*** .
In J u ly ,  F lu o r  D a n ie l— th e  b ig g e s t o f  th e  companies and a 
v e t e r a n  o f  ARAMCO*s expansion fo l lo w in g  th e  1973 embargo—  
r e c e iv e d  th e  b ig g e s t  c o n t r a c t ,  which a ls o  p o s it io n ed  F lu o r  to  
u n d e rta k e  any o i l f i e l d  r e c o n s t r u c t io n  which might r e s u l t  from th e  
looming p r o s p e c t  o f  war***. K uw ait i o f f i c i a l s  had a ls o  ta lk e d  to  
F lu o r  b e fo r e  th e  w a r  e v e r  began, bu t in s te a d  th e  Kuwait Petroleum  
Company chose B e c h te l  as  th e  c o n t r a c to r  f o r  o i l f i e ld  
r e c o n s t r u c t io n  r e s u l t in g  from  th e  war***.
B e c h te l  is  a p r iv a t e  f i r m ,  c lo s e ly  h e ld  by th e  San F ra n c is c o -  
based B e c h te l  fa m i ly .  I t  too  p laye d  a major ro le  in ARAMCO*s p o st­
embargo expans ion . B e c h te l ,  a long w ith  Bethlehem S te e l ,  a ls o  b u i l t  
th e  o i l  i n f r a s t r u c t u r e  o f  L ib y a  and Kuwait***. The company 
m a in ta in s  c lo s e  t ie s  to  th e  US in te l l ig e n c e  community. Reagan 
C a b in e t  members C a s p a r  W e in berg er, George S chu ltz  and Kenneth  
White a l l  s e rv e d  as B e c h te l  d i r e c to r s ;  as did John McGlone, CIA 
D ir e c t o r  u n d e r  P r e s id e n t  Kennedy***. The o p p o rtu n ity  to  re b u ild
***R ossant, John. "The Saud is  Make Ready to  Open th e  Spigots", Business  
Week. A p r i l  2 ,  1990. p .32 .
***M arc ia l,  Gene. " I f  a S hooting  War Breaks Out, F lu o r  Will Win", Business  
Week. December 10, 1990. p .209 .
***Shao, M a r ia .  "A Bonanza f o r  B echte l?", B us iness  Week. Mav 6 , 1991. p.36.
***Rand, C h r is to p h e r .  Making Democracy S a fe  f o r  Oil; Oilmen and th e  
Is la m ic  E a s t .  L i t t l e ,  Brown & Co. Boston. 1975. p . l7 2 .
***M cC artney , L a to n . F r ie n d s  in High P laces ; The B e c h te l  S to rv :  The Most 
S e c r e t  C o rp o ra t io n  and How i t  E n g in e e re d  th e  World. Ba l la n t in e  Books. New 
York. 1989. p .36 .
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K uw ait is  a  goldmine f o r  B e c h te l ,  which e x p e rie n c ed  a s l ig h t  d e c lin e  
in th e  1980s.
The S aud i expansion  commenced and by August 1, 1990 th e  
Saudis  w ere  p rod uc ing  5 .3  m illion  b a r r e ls /d a y .  Throughout th e  war  
Saudi p ro d u c tio n  in c re a s e d ,  peak ing  a t  8 .5  m illion b a r r e ls /d a y .  The  
S au d i in c r e a s e  r e p r e s e n te d  50% o f  th e  world in c r e a s e  in production  
d u r in g  th e  w ar. M eanwhile  th e  in t e r n a t io n a l  major oil companies  
w ere a ls o  expanding o p e ra t io n s . S h e ll ,  f o r  example expanded i t s  
r e f i n e r y  a t  Tabangao in th e  P h il ip p in e s  in December 199IZF**.
Th is  expansion o f  RICA’ s o i l  th ro u g h p u t c a p a b i l i t ie s  must be seen in  
th e  c o n te x t  o f  RICA’ s growing r e l ia n c e  on th e  GCC, and p a r t ic u la r ly  
th e  S au d is , in p ro v id in g  cheap  o il f o r  i t s  global downstream  
a c t i v i t i e s .  The expansion  took place on th e  eve o f  a war during  
which even  th e  expanded r e f i n e r i e s  as Ras T a n u ra  could no t pump 
out r e f i n e d  p ro d u c t  f a s t  enough to  f u l l y  supply US m il i ta ry  needs.  
The expansion must a ls o  be seen as c ong ru en t w ith  a p a r a l le l  
growth in US m i l i t a r y  p re s e n c e  in th e  reg io n  s ince 1986. These  
f a c t o r s  in d ic a te  a c e r t a in  p re p a re d n e s s  by RICA f o r  a war w ith  I r a q  
should  I r a q  not come back u n d er  RICA’ s wing p e a c e fu l ly .  I t  a ls o  
in d ic a te s  a p o s tu r in g  by th e  m u lt in a t io n a l t e n ta c le s  o f  RICA, who 
w anted  to  be re a d y  to  ra k e  in  th e  exhorbant p r o f i t s  which only a 
m ajor w ar can a f f o r d .
Oil and Arms P i r a te s
*“ " P il ip in a s  S h e l l  P e tro leu m  Corp." Oil & Gas J o u rn a l .  December 17, 1990. 
p .32 .
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C o n s tru c t io n  f irm s  w e re n ’t  th e  only US m u lt in a t io n a ls  to  re ap  
re c o rd  p r o f i t s  from th e  G u l f  War. US o il companies and h ig h - te c h  
d e fe n s e  c o n t r a c to r s  a ls o  f a r e d  w e ll .  The d e fe n s e  c o n t r a c to r s —  
led  by R ay th eo n , m a n u fa c tu r e r  o f  th e  P a t r io t  m iss ile  and numerous 
o th e r  h ig h - te c h  weapons s y s te m s — r e c e iv e d  hours  o f  f r e e  
a d v e r t is in g  f o r  th e  a l le g e d  p in p o in t  a c cu ra cy  o f  t h e i r  r e s p e c t iv e  
h ig h - te c h  w onders, though l a t e r  th e  Pentagon had to  admit t h a t  
h a r d ly  any o f  th e  I r a q i  Scud m iss ile  w arheads were a c tu a l ly  
d iv e r t e d  from t h e i r  t r a j e c t o r y  by P a t r io t  m iss iles .
H ig h - te c h  d e fe n s e  stocks surged d u rin g  th e  w ar and 
p ro s p e c ts  f o r  in t e r n a t io n a l  s a le s  rem ain s tro n g . The new 
"reduced" US d e fe n s e  budget f o r  1991 is  la r g e ly  a r e s u l t  o f  
p e rs o n n e l c u ts  due to  th e  c lo s u re  o f s e v e r a l  US m il i ta ry  b ases .  
But th e  bu dget d id  no t in c lude  c o s ts  in c u rre d  by th e  G u lf  War. In  
a d d it io n ,  th e  P entagon has  s e t  as id e  $16.2 b i l l io n  in " o f f -b u d g e t"  
p o s t -w a r  exp enses. The h ig h - te c h  d e fe n s e  in d u s t r y ,  which th e  US 
c le a r l y  dom inates, c le a r ly  r e c e iv e d  a shot in  th e  arm from th e  war. 
The r e c e n t  aw ard ing  o f  c o n t r a c ts  to  a consortium  le d  by Lockheed  
to  b u ild  a new advanced  t a c t i c a l  f i g h t e r  (ATF) is  bu t one in d ic a t io n  
t h a t  th e  h ig h - te c h  d e fe n s e  in d u s t r y  r e c e iv e d  a boost from th e  G u lf  
w ar.
The Saudis  had p u rc h a s e d  a t  l e a s t  $13 b i l l io n  worth o f  
weapons to  p r e p a r e  th e  Kingdom f o r  w ar. And now both th e  B r i t is h  
and th e  US a r e  p ropos ing  new s a le s  o f  weaponry to  th e  Saudis , th e
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UAE, K uw ait and Bahrain**^. A lre a d y  G e n e ra l E le c t r ic  and Hughes 
A i r c r a f t  (a d iv is io n  o f  G e n e ra l  M otors) have  been awarded GCC 
d e fe n s e  c o n t r a c t s * ” .
The o i l  companies ha ve  t r a d i t io n a l l y  made exhorbant p r o f i t s  
in tim es o f  c r i s i s .  The myth o f  s c a r c i ty  works to  t h e i r  advantage  
in  d r iv in g  th e  p t‘ice  h ig h e r  and a llow ing  an in c re a s e  in
p r o f i t  m arg ins. P r o f i t s ,  th e n ,  began to  accum ulate  f o r  th e  majors 
by th e  t h i r d  q u a r t e r  o f  1990. In  th e  fo u r t h  Q u a r te r  o f  1990, 19 o f  
th e  top 2 0  o i l  companies showed and a v e ra g e  p r o f i t  in c re a s e  o v er  
th e  same p e r io d  o f  1989 o f  281X. Chevron, which a p p a re n t ly  
s u p p lied  much o f  th e  f u e l  needed by a l l ie d  fo r c e s ,  showed a 651X 
in c r e a s e  o v e r  th e  same p e r io d  o f  1989” * ,  And in th e  f i r s t  th r e e  
months o f  1991, w h ile  th e  w a r  was in f u l l  swing, Exxon n e t te d  $2.4  
b i l l io n ,  i t s  b ig g e s t  s in g le  q u a r t e r  p r o f i t  s ince  John D. R o c k e fe l le r  
foun ded  S ta n d a rd  o f  New J e r s e y  in  1882. Mobil and Amoco p r o f i t s  
w ere  a ls o  up o v e r  70%. S ince 1989 th e  top  11 o i l  companies have  
in c r e a s e d  p r o f i t s  by 157%. In  1990, te n  o f  th e  top tw e n t y - t h r e e  o il  
companies e s ta b l is h e d  new "peak a s s e t"  le v e ls
The w a r  a ls o  h e lp ed  c o n s o l id a te  th e  majors* p o s it io n  o f  power 
v i s - a - v i s  in d e p e n d e n t o i l  com panies. While th e  majors en joyed
*” Sadowski, Y a h y a . "Power, P o v e r ty  and P e tro d o l la rs ;  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep ort. M ay -Ju n e  1991. p.5.
* ” Wald, M atthew . " G u lf  V ic to ry :  An E n erg y  D e fe a t? " , New York Times. June  
18, 1991. p.C—3.
” * K a r ie r ,  Thomas. "Oil Companies* Em barrassm ent o f  Riches", In  These  
Times. F e b r u a r y  6 -1 2 ,  1991. p.2.
“• '"Exxon, Mobil, Amoco, Conoco and Hess R eport Whopping E arn in g s" ,  
N a t io n a l  P e tro le u m  News. June, 1991. p.8.
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a s tro n o m ic a l  p r o f i t  m argins d u r in g  th e  w a r , th e  in dependent  
com panies, who w e re  n o t  a b le  to  pick up much in t e r n a t io n a l  b u s in e ss  
b ec au s e  th e y  a r e  n o t  v e r t i c a l l y  in te g r a te d ,  a c t u a l ly  saw p r o f i t s  
d e c l in e .  Sun O i l ,  A m erican  P e t r o f in a ,  ARCO and C o a s ta l  a l l  r e p o r te d  
p r o f i t  d e c l in e s  T ab le  l l \ T a b l e  12
Saudi Arabia’s Role as Crude Oil Supplier to U.S. in 
  - ' (In Barrels per Pay) ^





TaKMo/SUtf 540.811 544,637 556.935 525.645 542366 615.000
Cbavron 140.967 129.143 101.464 81,677 123.930 1.621.000
&UOA 7.344 6,154 56.606 79290 22.387 1.147.000
Ashland 14Z911 123,297 153,968 146.903 139.358 346.500
Marathon 118.156 64.769 150,258 47,903 100.786 553.000
Ana 5.656 0 0 0 2095 is5.ooq
LyondaW 45,111 10,824 0 0 20.761 290.000
Amoco 35.044 49.659 46.323 62543 45.720 984 ooq
Sun 61.244 54.668 0 32.968 47.436 510.000
PhHlip» 47.422 11.835 60,677 59.742 37.358 305.000
Mobii 0 6.132 53.000 46.613 15.004 838,OOC
Amerada Heai 0 31.242 0 46,065 17.578 520.00C
Olhera 10.589 3.912 10,256 0 6.635 . . .
Grand Totaf* 1,155.256 1.061.473 1,191.710 1,129,155 1,121,481 7,894.501
* TotAl imponad from S*udt AmbuL Caoacity totais fof eompanie» itstod
Corporate Êamings, Rrat-Quarter 1991
f/ntif»n»aiao/bu9i
1st Otr, is# O tr. %
1991 1990 Chng.
Enon 52240.0 31280.0 750%
Uoc4 710.0 400.0 774
Chavmn SS7.0 4750 17.8
Amoce 803.0 4684 724
Shmt 1250 3 5 0 (3541
4150 3250 285
AÆO 351.0 5920 (457)
6P Amanca NA NA
PNN## 180.0 259.0 (3& a
Conoco 3220 197.0 635
Waredwn 71.0 820 (154)
Unocal 75.0 77.0 (28)
CoamW 54.3 756 (26.1)
Am anda Haas 757 39.7 90.7
Sun 41.0 714 (423)
Panrsei 220 327 (327Î
Asnand * 28.9 5 9 -
Karf4AcGaa 29.7 27.1 9.8
Ammnean PavoAna 53 292 (864)
O%o NA NA
Vkrpny 25.8 220 18.4
Total PaW ataa (10.7) (123)
OU. 9tanvocai 44 44 04
* Second puanar. â»cêt and# 9001
Downstream: Everything's Sailing High
rm aunsardoAM i
EnonnouO *15510 *191 i) 6060%
Dommsne 3 6 0 (291
fem gn 1,097.0 219.0 4010
MdMOooJ) 4420 920 m o
Qgrnmsoc 1004) 39j) 1560
Famqft 3420 510 9A10
O wvtnn natal) 1920 1560 250
Oommmoe 99.0 560 860
F e m ^ ZLO 97.0 (40)
AmooQ (mieh»eide| 214.0 1 9 .0 660
Shae 4.0 C21)
Tatacs (« a l) 271.0 1660 810
Domasac 80.0 350 1060
Pem gt 211.0 1360 560
Amo 744 720 10
Canoo# NA HA
M aAM A 1020 770 320
&at 360 250 520
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th ro u g h o u t th e  w ar. The only in d e p e n d en ts  who f a r e d  well were  
CONOCO and Amerada H ess , both o f  whom c o n tro l  p o rt io n s  o f  oil 
companies in th e  U n ite d  A rab  Em irates***.
The G u l f  War r e p r e s e n t s  a power p lay  by th e  U n ited  S ta te s ,  
d e s p e r a te  to  r e a s s e r t  i t s e l f  i i |  th e  RICA’ s global o rd e r .  By p lay in g  
out t h e i r  trum p c a rd s  o f  m i l i t a r y  might as w ell as predominance  
w ith in  the  o i l  and h e a v y  c o n s tru c t io n  in d u s t r ie s ,  th e  US proved  
once aga in  th e  old adage t h a t  in America, home to  a m i l i t a r y -  
in d u s t r ia l  complex u n p re c e d e n te d  in th e  h is to r y  o f  mankind, war  
r e a l l y  is  good f o r  th e  economy. At le a s t  f o r  th e  p o s it io n  o f th e  US 
in th e  g lobal economy.
"Of f - s e t t i n p "  GCC Oil Revenue  
The re c o rd  p r o f i t s  accum ulated  by US c o rp o ra t io n s  as a 
r e s u l t  o f  th e  w a r  a r e  in s t r u c t iv e  o f what appears  to  have been a 
fu n d a m e n ta l,  i f  h idden , o b je c t iv e  o f  th e  G u lf  War: to  o f f - s e t  th e  
im balance in th e  US/GCC t r a d e  b a la n c e  produced by GCC o il r e v e n u e .  
By s e l l in g  th e  se ldom -used  commodity o f  w eaponry, which th e  US 
o f f e r s  as i t s  p r iz e d  c o n t r ib u t io n  to  th e  global m arke tp lace , to  th e  
GCC, th e  US can o f f - s e t  th e  c o s ts  in c u r r e d  th roug h  i t s  dependency  
on GCC o i l .  In  a more g loba l s e n s e , by pumping up th e  th r e e  a b o v e -  
m entioned in d u s t r ie s  which US m u lt in a t io n a ls  c le a r ly  dominate, th e  
US was a b le  to  r e g a in  some o f  i t s  lo s t  f in a n c ia l  might in r e la t io n  to  
W e s te rn  Europe and Japan , which had both su rp as sed  th e  US as
■••"Exxon, Mobil, Amoco, Conoco and Hess R eport Whopping E arn in g s" ,  
N a t io n a l  P e tro le u m  News. June 1991. p . l0 .
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s u p p lie rs  o f  in d u s t r ia l  and consum er goods to  global m arkets , but  
which la g  f a r  beh ind  in th e  d e fe n s e ,  o i l  (w ith th e  exception  o f  
B r i ta in )  and h e a v y  c o n s tr u c t io n  in d u s t r ie s
The Bush A d m in is tra t io n ,  p la y in g  o f f  th e  sen tim ent o f  
C o n g re s s io n a l Dem ocrats whose m ajor com plaint was th e  co s t o f  th e  
w ar, s o l ic i te d  s u rp lu s  c o n tr ib u t io n s  from th e  a l l i e s .  As a r e s u l t  
th e  US T r e a s u r y  a c t u a l ly  made money o f f  th e  war. In  e f f e c t ,  th e  US 
m il i ta r y  was a pa id  m e rc en ary  fo r c e  H e s s ia n ize d  to  the  s e rv ic e  o f  
in t e r n a t io n a l  c a p i t a l  i n t e r e s t s .  West Germany and Japan have both  
asked f o r  r e fu n d s  a f t e r  w itn e s s in g  US p ro f i te e r in g * *" .
Both Saud i A ra b ia  and K uw ait , who th ro u g h o u t th e  1980s have  
seen  t h e i r  economic might in  d e c lin e ,  a ls o  paid  d e a r ly  f o r  US 
m il i ta r y  in t e r v e n t io n .  Even b e fo r e  th e  US began bombing I r a q  on 
J a n u a ry  16, b i l l s  f o r  US in t e r v e n t io n  being p re s e n te d  to  th e  GCC 
w ere  o u ts t r ip p in g  o i l  r e v e n u e s .  D esp ite  th e  commonly p e r p e t r a te d  
image o f  Saudi w in d fa l l  o il p r o f i t s  f lo w in g  in to  Swiss bank 
a c co u n ts , deb ts  a c tu a l ly  c o n tin u e d  to  exceed petro leum  re v e n u e s  
th ro u g h o u t  th e  G u l f  War. In  Riyadh expenses exceeded o il re v e n u e s  
by $10 b i l l io n .  And d e s p ite  th e  d ra m a tic  in c re a s e  in  Saudi 
p ro d u c tio n , a t  one p o in t  d u r in g  th e  w ar th e  Saudis had to  im port j e t  
f u e l  f o r  a l l i e d  p la n e s , u n d e rs c o r in g  th e  lack  o f  r e f in in g  f a c i l i t i e s  
in th e  kingdom***.
" " R o b e r ts ,  John. "Arms and O il R esources  T ie  Two N atio n s  T o g e th e r" ,  The 
O il D a i ly .  November 12, 1990. p .C -2 .
**"N ationa l P u b lic  Radio. June 2 0 , 1991. Morning E d it io n .
***Sadowski, Y ah y a . "Power, P o v e r ty  and P e t r o d o l la r s :  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep o rt .  M a v -J u n e  1991. p.6.
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S audis  s p e n t $13.5 b i l l io n  a lone f o r  th e  b a s ic  upkeep o f
us . . r v i c .  . . n  and w o .en. They  had to  p r o v id .  f o r  £ 0 0 ,0 0 0  K uw aiti  
r e fu g e e s  a t  a c o s t  o f  $ 3 —4 b i l l io n .  And th e y  p rov id ed  th e  b ru n t  o f  
$ 9 .5  b i l l io n  in  GCC a id  to  c o u n tr ie s  h u r t  most by th e  G u lf  War, a id  
which th e  U n ite d  S ta te s  had pushed fo r*** .  P r in c e  Abdullah F a is a l  
bin  T u r k i— Chairm an o f  th e  Saudi In d u s t r ia l  Development A u th o r i t y -  
- h a s  e s t im a te d  th e  t o t a l  w a r  c o s t  f o r  th e  Saudis a t  o v e r  $80  
b i l l io n ,  much o f  which w i l l  f in d  i t s  way in to  th e  pockets o f  US 
c o n tra c to rs * * * .
Th ere  w ere  a ls o  c o s ts  le s s  e a s i ly  c a lc u la te d .  The day I r a q  
in vad ed  K uw ait , c o n f id e n c e  in  G u lf  in v e s tm e n ts  was s h a t te r e d .  
Saudi p lans  f o r  a $6 b i l l io n  p e tro c h e m ic a l complex a t  J u b a il  f a i l e d  
when p o te n t ia l  fo r e ig n  in v e s to r s  p u lled  out. O th e r  major p ro je c ts  
w ere  a ls o  c a n c e l le d .  The Saudi stock m arket c ra s h e d  and 11% o f  
bank d e p o s its  w ere  w ithdraw n . B a h ra in , th e  o f f - s h o r e  banking  
c e n t e r  in th e  G u l f  lo s t  $13.7 b i l l io n  in  d ep o s its  due to  th e  G u lf  War. 
And th e  UAE saw w ith d ra w a ls  r i s e  to  25% o f  l ia b i l i t ie s * * * .
The Saud i A ra b ia n  M o n e ta ry  Agency, which a lre a d y  showed a 
$9 b i l l io n  a cco u n t d e f i c i t  in  1989 due to  f a l l i n g  o il p r ic e s  amidst 
th e  m ajor o i l  in d u s t r y  expans ion , is  now borrow ing a n o th e r  $3 .5
• ‘• S u l l iv a n ,  A lca n n a  & James T a n n e r ,  "Saudi A ra b ia  Might D e r a i l  OPEC 
L im its" , Wall S t r e e t  J o u rn a l .  March  11, 1991. p.A-16.
•**"Brady Ta lks  B us iness  w ith  Saudi A ra b ia ’ s King Fahd", M issou lian . (AP). 
A p r i l  21, 1991. p .C -3 .
•**Sadowski, Y a h ya . "Power, P o v e r ty  and P e t r o d o l la r s ;  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep o rt .  M av -J u n e  1991. p.7.
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b i l l io n  f r o *  in t e r n a t io n a l  banks le d  by J.P. M organ*". SAMA has  
been in d e c l in e  s ince  th e  peak o f  th e  o il boo* in  1981.
K uw ait has  been fo rc e d  to  s e l l  o f f  $10-15 b i l l io n  o f i t s  
o v e rs e a s  a s s e ts  and may h a v e  to  borrow an a d d it io n a l $20  b i l l io n  
o v e r  th e  n e x t  f i v e  y e a r s  f o r  re c o n s t ru c t io n  c o s ts .  The re b u ild in g  
o f  K uw ait could  c o s t  up to  $100 b i l l io n ,  and most o f  t h a t  w i l l ,  once 
a g a in ,  end up in th e  c o f f e r s  o f  US c o n s tru c t io n  f irm s . Not to  
m ention th e  i n i t i a l  9 0  day r e c o n s t r u c t io n  c o n t r a c t  awarded to  th e  
US Army Corps o f  E n g in e e rs  w o rth  $45  m il l io n *" .  I t  may ta k e  5 -1 0  
y e a r s  to r e s t o r e  K uw aitis  o i l  in d u s tr y  to  p r e -w a r  production  
l e v e ls .
In t e r n a t io n a l  b a n ke rs  w ere  happy to  make loans to  th e  Saudis  
and K u w a it is ,  who c o l le c t iv e ly  hold 351 b i l l io n  b a r r e ls  o f  o il as 
c o l l a t e r a l * " .  The lo an in g  o f  money to  th e  Saudis and K uw ait is ,  
who h a v e  t r a d i t io n a l l y  been c r e d i t o r  n a t io n s  to  th e  US, r e p r e s e n ts  
a s ig n i f ic a n t  s h i f t  in th e  US t r a d e  ba lance  v i s - a - v i s  th e  two 
c o u n t r ie s .  I t  a ls o  p u ts  th e  GCC c o u n tr ie s  un der a d d it io n a l  
p r e s s u r e  to  meet RICA cru d e  demand and to  meet i t  ch eap ly , so t h a t  
th e s e  loans can be p a id  o f f  w ith o u t a loss  o f  s o v e re ig n ty ,  as 
o c c u rre d  in I r a q  p r io r  to  th e  war.
In  March 1991, w ith  th e  w a r  winding down and OPEC urging
• " ’’S au d is  P la n n in g  to  Borrow $ 3 .5  B il l io n  from B an kers”, Wall S t r e e t  
J o u rn a l .  F e b r u a r y  14, 1991. p.A-16.
• " B r a t t o n ,  C h r is t in e  & Doug Henwood. ’’S av ing  K uw ait”, L e f t  Business  
O b s e rv e r .  F e b r u a r y  2 8 ,  1991. # 4 4 . p .l .
• " R o s s a n t ,  John. ’’Now, th e  D e s e r t  Kingdoms a r e  T h i r s ty  f o r  Cash”, 
B u s in e s s  Week. March 18, 1991. p .32 .
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p ro d u c tio n  c u ts ,  th e  Saudis  re s c in d e d  a promise made du ring  th e  
w a r t h a t  when th e  w a r  was o v e r  th e y  would c u t  production  by 15%. 
So OPEC m oderated  i t s  p ro p o s a l to  a t in y  seven  m illion b a r r e l /d a y  
combined d e c re a s e  in p ro d u c tio n  quotas and a $ 2 1 /b a r re l  p r ic e  
f lo o r** * .  The Saud is  no t only  d e r a i le d  both o f  th e s e  proposals ,  
th e y  demanded a g r e a t e r  p ro d u ctio n  s h a re ,  c i t in g  expenses  
in c u r r e d  d u r in g  th e  p r e - w a r  expansion . I r a n  and A lg e r ia  accused  
Saudi A ra b ia  o f  c o l la b o r a t in g  w ith  th e  US***. But w ith  an oil 
s u rp lu s  o f  betw een 2 2 5 - 2 3 5  m illion  b a r r e ls ,  OPEC’ s "price  hawks" 
a r e  no match f o r  th e  S au d is , whose prod uction  had a lre a d y  
in c re a s e d  18% in 1990“ *, By A p r i l  o f  1991, Saudi h eavy  crude was 
s e l l in g  f o r  $11.8 4 / b a r r e l ,  le s s  th a n  b e fo r e  th e  G u lf  War began***.
Through th e  v e h ic le  o f  f u l l - s c a l e  m il i ta ry  in te r v e n t io n ,  RICA 
has enhanced  i t s  p o s it io n  o f  power v i s - a - v i s  OPEC and th e  r e s t  o f  
th e  d ev e lo p in g  world . By d e s ta b i l iz in g  th e  e n t i r e  G u lf  Region, RICA 
has p a ra d o x ic a l ly  s ta b i l i z e d  i t s  access  to  P e rs ia n  G u lf  c ru d e . The 
big w in n e rs  w ith in  RICA were U S -b ased  m u lt in a t io n a ls ,  US f in a n c ia l  
in s t i t u t io n s  and th e  US T r e a s u r y .  Th is  o c c u rred  because i t  was th e  
H e s s ia n iz e d  US m i l i t a r y  which usurped  power from i t s  GCC c l ie n ts ,  
came to  th e  r e s c u e  o f  RICA and v e n te d  enough weaponry to  he lp
• • •T a n n e r ,  James. "Saudi A ra b ia  Rescinds Cuts in  Oil Output", Wall S t r e e t  
J o u rn a l .  J a n u a ry  2 2 ,  1991. p .A -2 .
*** Mangan J r . ,  D avid . "OPEC’ s B oussena Urges C oopera tion , Scolds World 
E n e rg y  T ra d in g  Exchanges," The O il  D a i ly  . November 30 , 1990. p.l
“ • T a n n e r ,  James. "Saudi A ra b ia  Rescinds Cuts in  Oil Output", Wall S t r e e t  
J o u rn a l .  J a n u a ry  2 2 ,  1991. p .A -2 .
“ ’ "Exxon, Mobil, Amoco, Conoco and Hess R eport Whopping E a rn in g s " ,  
N a t io n a l  P e tro leu m  News. June 1991. p . l3 .
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c o r r e c t  i t s  world  b a la n c e .
S e iz in g  Ghawar
Many S aud i op pos it ion  f ig u r e s  in c lu d in g  Sheik S a f a r  a l -  
H alaw i, an im p o rta n t  Is la m ic  le a d e r ,  saw th e  i n i t i a l  US deployment o f  
tro o p s  to  Saud i A ra b ia  as  an a t te m p t to  c o n tro l  G u lf  o il and re g a in  
le v e ra g e  o v e r  W este rn  Europe and Japan***.
h i s t o r i c a l l y  th e r e  has  been a s e r io u s  proposal c i r c u la t in g  
th ro u g h o u t  th e  US fo r e ig n  p o lic y  e s ta b lis h m e n t which p rov id es  f o r  
th e  d i r e c t  s e iz u r e  o f  th e  Saudi A rab ian  o il f i e ld s .  One s e c r e t  
S t a t e  D ep artm en t document t i t l e d  "Dhahran Option Four" c a l ls  f o r  a 
US a t ta c k  on th e  huge o i l f i e l d  a t  Ghawar, which c o n ta in s  40% o f  th e  
w o rld ’ s r e s e rv e s * * * .
The la t e  S e n a to r  H en ry  Jackson (D-WA) had a ls o  w r i t te n  a 
p r e s c r ip t io n  in 1975 which c a l le d  f o r  th e  support o f  th e  Shah o f  
I r a n  should i t  become n e c e s s a ry  to  in va d e  Saudi A ra b ia . The r i g h t -  
wing jo u r n a l  Commentary had, a ls o  in 1975, proposed s e iz in g  o il  
f i e ld s  in K uw ait  and Dubai, pumping them d ry ,  th e n  g iv ing  them 
back***. And H e n ry  K is s in g e r ,  who s t i l l  c a r r ie s  a g re a t  d ea l o f  
w e ig h t in fo r e ig n  p o lic y  d ec is io n -m ak in g , suggested  s e iz in g  th e  
S aud i o i l f i e ld s  on numerous occasions .
***Ahmad, Eqbal. "N ightm are V ic to ry " ,  M other Jones. M a rc h /A p r il  1991. p.7.
***Shoenaan, Ralph. I r a q  and Kuw ait; A H is to rv  Suppressed . V e r i ta s  P re s s .  
S a n ta  B a rb a ra ,  CA. 1990. p .35 .
***D oran, C h a r le s .  M yth , O il and P o l i t ic s ;  In t ro d u c t io n  to  th e  P o l i t ic a l  
Economy o f  P e tro le u m . The F r e e  P r e s s .  New York. 1977. p.31.
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Fo rm er US Am bassador to  Saudi A ra b ia , James Akins, has  
r e c e n t ly  s u g g e s te d  t h a t  i t  is  th e  v ic to r y  o f  th e  more h a r d - l in e  
K is s in g e r  D o c tr in e  o v e r  th e  con ta in m e n t p o licy  o f  B rzez insk i and  
th e  T r i l a t e r a l i s t s  which is  be in g  p layed  out th roug h  an occupation  
o f  Saudi A ra b ia .  I f  th e  Saudis  r e f u s e  to  c o n tin u e  pumping cheap o il  
f o r  W este rn  consum ption, US tro o p s  can simply s e ize  c o n tro l  o f  
Ghaw ar and Ras T a n u ra .
In d ic a t io n s  a r e  t h a t  US tro o p s  w ill  rem ain in th e  Middle E a s t  
f o r  a long time to  come. S e c r e ta r y  o f  D e fe n s e  Dick Cheney has  
in d ic a te d  t h a t  th e  Navy w i l l  p ro v id e  th e  most v is ib le  and la r g e s t  
c o n t in g e n t  o f  th e s e  t ro o p s , p a t r o l l in g  th e  P e rs ia n  G u lf  in s e arch  
o f  u n f r i e n d l ie s .
But a d i r e c t  in v a s io n  o f  th e  Saudi o i l f i e ld s  w il l  no t be 
n e c e s s a ry  f o r  now. The Saudis  may pay f o r  p a r t  o f  th e  w ar costs  
by p ro v id in g  f r e e  o i l  to  th e  US S t r a te g ic  Petro leum  Reserve**®. 
And w ith  Saudi dominance o f  OPEC r e a s s e r t e d ,  cheap o il w il l  
c o n t in u e  to  f lo w  to  W e s te rn  m u lt in a t io n a ls ,  en ab lin g  th e  Saudis to  
pay o f f  t h e i r  c r e d i t o r s .  C u r r e n t ly  Saudi A ra b ia  is  supp ly ing o v e r  
o n e - t h i r d  o f  OPEC-produced o i l  to  th e  US. B e fo re  th e  w ar i t  
su p p lied  le s s  th a n  o n e - fo u r th * * * .
I t  is  I r a q  which may be fo r c e d  to  s e l l  i t s  r e s e r v e s  to  W estern  
m u lt in a t io n a ls  to  g e n e r a te  fo r e ig n  c u r r e n c y .  S ou thern  I r a q ,  which 
c o n ta in s  th e  Rumaila r e s e r v e s ,  is  one o f  th e  r ic h e s t  oil reg io n s  on
**®Rossant, John. "Now, th e  D e s e r t  Kingdoms a r e  T h i r s ty  f o r  Cash", 
B u s in e s s  Week. March 18, 1991. p .32 .
***Wald, M atthew . " G u lf  V ic to ry :  An E n e rg y  D e fe a t? " ,  New York Times. J une 
18, 1991. p.C-1.
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e a r t h ,  n e x t to  Ghaw ar. N e i t h e r  I r a q  o r  Kuwait is  y e t  e x p o rt in g  oil 
and I r a q i  c ru d e  rem ain s  u n d e r  a UN B o yco tt,  ca u s in g  them to  lose  
♦ 1.3 b i l l io n /m o n th  in o i l  re v e n u e s ** ’ . The US now occupies 5 0 0  o f  
th e  8 0 0  w e lls  in  o i l - r i c h  S o u th e rn  I r a q .
In a n o th e r  p o s s ib le  s c e n a r io ,  p r e - w a r  I r a q  could be 
p a r t i t io n e d  in to  th r e e  s e p a r a te  c o u n tr ie s  by RICA, w ith  th e  Kurds  
g e t t in g  th e  n o r th e r n  re g io n  a ro u n d  * where th e  f ie ld s
h a v e  been n e a r ly  ex h au s ted ; th e  Sunni m inority  c o n tro l l in g  Baghdad 
and c e n t r a l  I ra q ;  and e i t h e r  th e  S h i’i t e s  ( i f  th e y  a r e  amenable to  
a llo w in g  th e  m ajor o i l  companies access  to  th e  v a s t  Rumaila 
r e s e r v e )  o r  th e  K u w a it is  e s ta b l is h in g  a s e p a ra te  r u le  in S outhern  
I r a q ,  w here  th e  m a jo r ity  o f  th e  o i l  l i e s .  However th e  new map o f  th e  
re g io n  is drawn Ir a q ,  now dec im ated  in to  a p r e - in d u s t r i a l  s t a te ,  w ill  
n e v e r  be th e  same. I t s  e f f o r t s  to  b u ild  a s o c ia l is t  economy have  
been s u b v e r te d  and i t s  o i l  re s o u r c e  is  now being he ld  hostage  by 
RICA.
The C a r r o t  and th e  Bio S tick  
A n o th e r  re p e rc u s s io n  o f  th e  G u lf  War was t h a t  i t  gave RICA 
th e  o p p o r tu n ity  to  p in p o in t  c o u n t r ie s  and groups in  th e  reg ion  who 
espouse to  r a d ic a l  n a t io n a l is t  d o c t r in e s ,  by fo r c in g  a l l  c o u n tr ie s  
to  e f f e c t i v e l y  choose s id e s . Those who chose to  back th e  US 
mission a g a in s t  I r a q  a r e  now be ing  rew a rd ed  f in a n c ia l ly  and 
d ip lo m a t ic a l ly .  Those who sym path ized  w ith  I r a q  a re  being is o la te d
**’ Sadowski, Y a h ya . "Power, P o v e r ty  and P e t r o d o l la r s :  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep o rt .  M ay -Ju n e  1991. p .4 -10 .
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and pun ished .
ftt  th e  o u ts e t  o f  th e  G u lf  C r is is ,  Egypt owed fo re ig n  c r e d i to r s  
♦ 35  b i l l io n .  The in c lu s io n  o f  E g y p tian  fo r c e s  in  th e  "co a lit io n "  was 
e s s e n t ia l  to  r e g io n a l  s t a b i l i t y  from  th e  S ta te  D epartm ent po in t o f  
view . When P r e s id e n t  Hosni Mubarek co nsented  to  th e  use o f  
E g y p tian  t ro o p s , th e  US announced p lans to  fo r g iv e  $6.7 b i l l io n  in  
E g y p tian  m i l i t a r y  d e b ts .  The Saudis and K uw aiti announced a 
s im i la r  program th ro u g h  which th e y  would fo r g iv e  a n o th e r  $7 
b i l l io n .  Both a g re em e n ts  w ere  a r r iv e d  a t  th rough th e  P a r is  
Club***.
L a s t  Septem ber S e c r e t a r y  o f  S ta te  James B aker met w ith  King 
Fahd and p e rs u a d e d  him to  c o n t r ib u te  $ 3 - 4  b i l l io n  to  a US T r e a s u ry  
fu n d  to  a id  "good" c o u n t r ie s  such as Tu rkey  a f t e r  th e  war. In A p r i l ,  
US T r e a s u r y  S e c r e t a r y  N icho las  Brady again  met w ith  th e  King Fahd, 
th e  U n ite d  A rab  E m ira te s  and Egypt to  d iscuss p o s t -w a r  " f in a n c ia l  
a rra n g e m e n ts ."  As a r e s u l t  o f  th e s e  m eetings, th e  G u lf  C ooperation  
C ouncil r e c e n t ly  approved  a $5  b i l l io n  a id  package to  Egypt***.
S y r ia ,  which a ls o  s e n t  tro o p s  to  f ig h t  Saddam, has been  
t r e a t e d  in much th e  same way. In  F e b ru a ry  th e  c o u n try  r e c e iv e d  a 
la r g e  chunk o f  a id  from th e  K u w a it is  and a t  l e a s t  $1 b i l l io n  from th e  
S a u d is . S y r ia  was a ls o  a llow ed to  se ize  t e r r i t o r y  in  N o r th e rn  
Lebanon d u r in g  th e  G u lf  War, c ru s h in g  M ichele  Aoun’ s C h r is t ia n  
m il i t ia  in th e  p ro c e s s . Morocco, which a ls o  s e n t  troops to  th e  G u lf
***Sadowski, Y a h y a . "Power, P o v e r ty  and P e tr o d o l la r s :  A rab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep o rt .  M ay -Ju n e  1991. p.7.
'“ ’ "A ra b s , I s r a e l i s  on Speaking  Terms", M iss o u lia n . <AP). March 12, 1991. p .l.
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on th e  US s ide , h as  been re w a rd e d  f in a n c ia l ly ,  to o * * .
By c o n t r a s t ,  M ahgreb n a t io n s  o f  N orth  A f r ic a  (A lg e r ia ,  
M a u r i ta n ia ,  Sudan, T u n is ia  and L ib y a ) a l l  vehem ently  denounced the  
US bombing o f  I r a q .  Yemen and Jordan  did th e  same In O ctober of  
1990, Saud i A ra b ia  banned o i l  s a le s  to  M a u r i ta n ia ,  Yemen, Sudan and 
J o rd a n . K uw ait and S aud i A ra b ia  have  both ca n c e lle d  $100 
m il l io n /y e a r  in  a id  which th e y  norm ally  g ive  th e  P a le s t in e  
L ib e r a t io n  O rg a n iz a t io n
The day a f t e r  Yemen stood alone in  th e  UN S e c u r i ty  Council in  
opposing th e  use o f  fo r c e  by th e  “a l l ie d  c o a li t io n "  a g a in s t  Ira q ,  th e  
US c a n c e l le d  a $ 4 2  m illion a id  package to  Yemen. The Saudis a lso  
p u n ished  Yemen by r e q u i r in g  Yemeni w orkers  to  f in d  Saudi sponsors  
o r  fa c e  expu ls ion . Yemeni, P a le s t in ia n  and Jo rd a n ia n  workers have  
been re p la c e d  th ro u g h o u t  th e  GCC by Egyptians***.
Jordan r e c e iv e d  $173 m illion in  a id  from both th e  West 
Germans and th e  J a p a n e s e  a month b e fo r e  th e  w ar began in  an 
a t te m p t  to  win King H u s s e in ’ s support f o r  th e  US a s s a u l t  on 
Baghdad. But when King H usse in  denounced th e  US a i r  bombardment 
o f  t h a t  c i t y ,  la r g e ly  b ec au s e  o f  th e  m ilitan c y  o f  th e  Jord an ian  
p o p u la t io n  tow ards  th e  US a g g re s s io n , Jordan lo s t  $200  million in 
S aud i a id .  T h is  a s s is ta n c e  had norm ally  p rov id ed  15% o f  Amman’ s
•**Sadowski, Y a h ya . "Power, P o v e r ty  and P e tr o d o l la r s :  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep ort. M ay -Ju n e  1991. p.5.
**’Sadowski, Y a h ya . "Power, P o v e r ty  and P e t r o d o l la r s :  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep o rt .  M ay -Ju n e  1991. p.10.
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b u d g e t " .  On June  19th, 1991 th e  US House a ls o  voted  to  cancel a 
♦ 37  a i l l io n  a id  package to  J o r d a n " .  Jordan has a ls o  been I r a q ’ s 
p re m ie r  t r a d e  p a r t n e r ,  th u s  s u f f e r i n g  a t h i r d  economic blow as a 
r e s u l t  o f  th e  G u l f  War.
RICA— led  by th e  H e s s ia n iz e d  US m i l i t a r y — is  a ls o  using th e  
w a r ’ s momentum to  c o n s o l id a te  i t s  p o s it io n  in  th e  Middle E a s t .  Aside  
from th e  obvious e f f e c t  o f  s o l id i f y in g  both th e  US/Saudi m il i ta ry  
a l l ia n c e  and US dependence on GCC o il ,  th e r e  have  been o th e r  
e v e n ts  in th e  re g io n  which a p p e a r  to  be conn ected  to  th e  s w i f t  US 
m il i ta r y  v ic to r y  o v e r  I r a q .
In E th io p ia ,  th e  M a rx is t  governm ent o f  M engitsu H aile  Mariam, 
which had a ls o  denounced US a g g re s s io n  a g a in s t  I ra q ,  has been  
o v e rth ro w n  by a c o a l i t io n  o f  T ig re a n ,  E r i t r e a n  and Oromo re b e ls .  
But i t  was th e  T ig re a n  m in o rity  who se ized  Addis Ababa a f t e r  th e  US 
r e p o r te d ly  gave them p erm iss ion  to  do so, and who were l a t e r  c a l le d  
in to  guard  th e  US Embassy in  Addis Abbaba, w here  thousands o f  
E th io p ia n s  p r o te s te d  w hat th e y  c a l le d  US m anipulation o f  th e  
p o l i t i c a l  p ro c e s s . S cores  o f  p r o t e s t e r s  w ere  gunned down ou ts ide  
th e  Embassy. Though th e  T ig re a n s  p r o fe s s  Marxism as t h e i r  
id eo lo g y , when th e y  s e ize d  c o n tro l  o f  th e  T ig ra y  p ro v in c ia l  c a p i ta l  
o f  M akelle  in 1985 a t  th e  h e ig h t  o f  E th io p ia ’ s fam ine , t h e i r  f i r s t  
p o l i t i c a l  move was to  d e n a t io n a l iz e  housing and loosen market
" " S a u d is  P la n n in g  to  Borrow $ 3 .5  B il l io n  from Bankers", Wall S t r e e t  
J o u r n a l .  F e b r u a r y  14, 1991. p .A-16.
" N a t i o n a l  P u b lic  Radio. June 2 0 ,  1991. Morning E d it io n .
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c o n tro ls  in  th e  reg ion***.
I t  a p p e a rs  t h a t  th e  US is  su p p o rt in g  th e  T ig re a n  m inority  in  
f a v o r  o f  th e  more s tu b b o rn ly  a n t i - i m p e r ia l i s t  E r i t r e a n  re b e ls  in an 
a t te m p t  to  i n s t a l l  a  more p ro —W estern  governm ent in  E th iop ia . At a 
r e c e n t  m eeting in London o rg an ized  by th e  US, th e  T ig rean s  
announced t h a t  th e  q u e s t io n  o f  an in dep en d en t E r i t r e a  would be put  
o f f  f o r  two y e a r s .  The E r i t r e a n s  h ave  responded by s teep ing  up 
g u e r i l l a  a c t i v i t i e s  in th e  North**®.
In  A lg e r ia ,  w here  O il M in is te r  and OPEC P re s id e n t  Sadek 
B oussena has  accu sed  th e  US and world en e rg y  f u t u r e s  t r a d e r s  o f  
m a n ip u la t in g  o i l  p r ic e s  d u rin g  th e  w ar, Muslim fu n d a m e n ta l is ts  have  
r e c e n t ly  begun a t ta c k in g  p o lice  u n its ,  r e s u l t in g  in  a d e c la ra t io n  o f  
a s t a t e  o f  em ergency***. B oussena, who th e  Saudis have t r i e d  to  
fo r c e  out as OPEC P r e s id e n t ,  has  r a d ic a l iz e d  A lg e r ia ,  a c o u n try  
which le d  N o rth  A f r ic a n  n a t io n s  in  denouncing th e  US bombing o f  
I r a q .  Though e v id e n c e  o f  d i r e c t  US in vo lvem en t in supporting  the  
Is la m ic  fu n d a m e n ta l is ts  is  obvious ly  u n a t ta in a b le  a t  th is  time, the  
p o s s ib i l i t y  is  c e r t a in ly  w o rth y  o f  f u r t h e r  in v e s t ig a t io n .
I f  RICA was th e  b ig g e s t  w in n e r  o f  th e  G u lf  War, th e n  not  
s u r p r is in g ly ,  th e  T h ird  World was c le a r ly  th e  b ig g es t lo s e r .  Jordan,  
P a k is ta n ,  Sudan, B ang ladesh , In d ia ,  th e  P h il ip p in e s  and S r i  Lanka  
s u f f e r e d  th e  most due to  th e  lo ss  o f  re m it ta n c e s  by w orkers in
***Smith, G a y le . " B ir th  P a in s  o f  a  New E th io p ia" , The N atio n . J u ly  1, 1991.
p .l.
**®National P u b lic  Radio. June 16, 1991. E ven ing  E d it io n .
***Mangan J r . ,  D avid . "OPEC’ s B oussena Urges C oopera tion , Scolds World 
E n e rg y  T ra d in g  Exchanges", The O il D a i ly .  November 3 0 , 1990. p.l.
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K uw ait, combined w ith  a $ 3 0  b i l l io n  in c r e a s e  in  1990 o il spending. In  
th e  G u l f  Region, w h ere  th e  GCC has  norm ally  p ro v id ed  a t  l e a s t  some 
r e g io n a l  a id ,  th in g s  look e q u a lly  grim.
E gypt, which c o o p e ra te d  w ith  th e  U S -le d  w ar e f f o r t ,  s t i l l  has  
a lo w e r  l i t e r a c y  r a t e  th a n  Cambodia, B o liv ia  and Zambia. Conditions  
in  Oman, w here  only  30% o f  a d u lts  a r e  l i t e r a t e ,  w hile  28% o f  BNP 
goes to  m i l i t a r y  spending, a r e  d ism al. In  Saudi A ra b ia  23% o f  BNP 
goes tow ards  m i l i t a r y  program s, while  40% o f  a d u lts  a re  i l l i t e r a t e  
and th e  i n f a n t  m o r ta l i ty  r a t e  is  1 0 8 /1000“ ^  The av erag e  Saudi 
s ta n d a rd  o f  l iv in g  rem ain s  below th e  UN Human Development Index  
(HDD f o r  N ic a ra g u a . And us ing  th e  same HDI method o f  a n a ly s is ,  no 
GCC c o u n t r y - in c lu d in g  K uw ait and th e  UAE- r a te s  even as high as  
Mexico***.
The e l i t e  r u l in g  fa m i l ie s  o f  th e  GCC s e rv e  as u s e fu l ,  i f  
d isp o s ab le  c l ie n ts  f o r  RICA in  imposing th e  re g io n a l re s o u rc e  
s e c u r i t y  system  in  th e  G u lf  re g io n . In  r e t u r n ,  th e y  a re  allowed to  
l i v e  e x t r a v a g a n t  l i f e s t y l e s  and a re  made a p a r t  o f  RICA 
accum ula tion  schemes. But th e  c i t i z e n r y  o f  th e  G u lf  S ta te s  who a re  
n o t co n n ec te d  to  th e  r o y a l  fa m i l ie s  (and th e r e  a re  many who a r e )  do 
n o t s h a re  p r o p o r t io n a l ly  in  th e  w e a lth  which o il b r in gs  to  t h e i r  
c o u n t r ie s .  But th e n  th is  in t e r n a l  d is p a r i ty  o f  w ea lth  e x is ts  in any  
such n a t io n a l  o r  r e g io n a l  re s o u r c e  s e c u r i ty  s ta te /s y s te m .  F o r  
t h a t  m a t te r  i t  occurs  in th e  deve loped  world as w e ll .  In c r e a s in g ly
•*^"Oil Company is  H e a r t  o f  C o n fro n ta t io n " ,  Los Ange les  Times. December 
16, 1990. p .A -5 .
***Sadowski, Y a h ya . "Power, P o v e r ty  and P e tr o d o l la r s :  Arab Economies 
a f t e r  th e  G u l f  War", Middle E a s t  R ep o rt .  M a y -J u n e  1991. p.8.
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th e  w orld  is  d iv id e d  a long  c la s s  l in e s  r a t h e r  th an  n a t io n a l  
b o u n d a r ie s . And in c r e a s in g ly  th o s e  c la s s  l in e s  a re  widening,  
r e g a r d le s s  o f  th e  c o u n try .  As an a n a ly t ic a l  fram ework, RICA 
p ro v id e s  a way to  combine p e r s p e c t iv e s  o f  c la s s ,  na tiona lism  and  
c o r p o r a te  power in  a way in  which more t r a d i t io n a l  a n a ly t ic a l  
fram ew orks  do n o t.
P a le s t in ia n  S la u g h te r  
In  F e b ru a r y  o f  1991, D enn is  B e rn s te in  o f  P a c i f ic a  News 
S e r v ic e  o b ta in e d  a US m i l i t a r y  p lan n in g  document which was 
m is ta k in g ly  d e c la s s i f ie d  by th e  D ep artm ent o f  D e fe n s e . The 
document, which was compiled by th e  US Army’ s 352nd  C iv il  A f f a i r s  
Command in Riyadh b e fo r e  th e  a i r  w ar s t a r t e d ,  d e ta i ls  p lans f o r  
m a r t ia l  law in K uw ait fo l lo w in g  th e  expulsion o f  I r a q i  fo rc e s .
The document c a l ls  f o r  d i r e c t  US m il i ta ry  s u p e rv is io n  o v er  
K uw ait f o r  th r e e  months, fo l lo w ed  by a one y e a r  p e r io d  o f  m a rt ia l  
law, which th e  US m i l i t a r y  would h e lp  f a c i l i t a t e .  Th is  would inc lude  
th e  c o n s tr u c t io n  o f  p r is o n  camps, th e  developm ent o f  t r ib u n a ls  
c h a ir e d  by K u w a it i  S e c u r i ty  and s e v e re  l im ita t io n s  on th e  p re s s .
A more s t a r t l i n g  s e c t io n  o f  th e  document ta lk s  about how th e  
P a le s t in ia n - c o n t r o l l e d  dom estic  K uw aiti banking in d u s try  would 
underg o  "m ajor r e s t r u c t u r in g  by K uw aiti o f f i c i a l s , "  p u tt in g  th e  
banks s q u a re ly  in  th e  hands o f  th e
r u l in g  a l -S a b a h  fa m ily .  R ecen t s ta te m e n ts  by a member o f  th e  a l -  
Sabah fa m ily  in d ic a te  t h a t  K uw ait w il l  loosen i t s  fo r e ig n
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i n v e s t m e n t  law s  a n d  become a f i n a n c i a l  c e n t e r  o f  t h e  Guif^^“.
The  e s t a b l i s h m e n t  o f  m a r t i a l  la w  in  K u w a i t  h a s  g iv e n  t h e  
r e g im e  o f  i n t e r n a t i o n a l  c a p i t a l  a c c u m u l a t i o n  t h e  p e r f e c t  
o p p o r t u n i t y  t o  r i d  i t s e l f  o f  " t h e  P a l e s t i n i a n  p rob lem ."  Saddam’ s 
i n v a s i o n  o f  K u w a i t  a l l o w e d  t h e  US t o  d r a g  o u t  and i d e n t i f y  
P a l e s t i n i a n  r a d i c a l s  who s u p p o r t e d  H u s s e i n ,  so t h a t  t h e y  c o u ld  
l a t e r  be t a r g e t e d  f o r  t o r t u r e  a n d  e x t e r m i n a t i o n  in  K u w a i t .
J o u r n a l i s t  M i c h a e l  D unn  o b s e r v e d  a w a l l  i n  K u w a i t  C i t y  in  
M a r c h  o f  1991 w h ic h  r e a d ,  "Amman 1 9 7 7 ,  Dam asc us  1 96 2 ,  K u w a i t  C i t y  
1991," r e f e r r i n g  t o  two p r e v i o u s  s l a u g h t e r s  o f  P a l e s t i n i a n s  and  one  
c u r r e n t l y  u n d e r  way"'**. A c c o r d i n g  t o  A m n e s ty  I n t e r n a t i o n a l ,  5 0  
P a l e s t i n i a n s  d i s a p p e a r e d  e a c h  d a y  in  t h e  s e v e r a l  months f o l l o w i n g  
t h e  r e - c a p t u r e  o f  K i j w a i t .  And b o th  A m n e s ty  an d  Middle  E a s t  Watch  
h a v e  c r i t i c i z e d  t h e  K u w a i t i  t r i b u n a l s  w h ich  h a v e  s e n t e n c e d  s e v e r a l  
s u s p e c t e d  c o l l a b o r a t o r s  " t o  h a n g i n g  w i t h o u t  e v e n  r e q u i r i n g  t h e  
a p p e a r a n c e  o f  w i t n e s s e s .  T h e r e  a r e  no p o s s i b l e  a p p e a l s  and  Crown  
Pounce S a a d  A b d u l l a h  a l - S a b a h  a p p r o v e s  a l l  s e n t e n c e s ^ " ' .
On J , nu 1 5 t h ,  t h e  K u w a i t i  m a r t i a l  law  c o u r t  c o n v i c t e d  16 
p e o p l e -  m o s t ly  P a l e s t i n i a n s -  who h a d  w o rke d  f o r  t h e  o p p o s i t i o n  
n e w s p a p e r  A l - N i d a ,  w h ic h  t h e  K u w a i t i s  now c la im  was an I r a q i - r u n  
n e w s p a p e r .  S ix  w e r e  s e n t e n c e d  t o  hanging^*^.  E i g h t  more p e o p le
* R o s s a n t ,  J o h n .  "Now, t h e  D e s e r t  Kingdoms a r e  T h i r s t y  f o r  C a sh " ,  
B u s i n e s s  Week. M a r c h  18,  1991.  p . 3 2 .
^**Dunn, M i c h a e l .  "T h e  L i b e r a t i o n  o f  K u w a i t " ,  T he  I n d u s t r i a l  Work e r .  J u n e  
1991.  p .5 .
®*’ " K u w a i t i  C o u r t  O r d e r s  7 H a n g i n g s " ,  M i s s o u l i a n .  (AP) J u n e  16, 1991. p . A - 3 .  
" K u w a i t i  C o u r t  O r d e r s  7 H a n g i n g s " ,  M i s s o u l i a n .  (AP) J u n e  16, 1991. p . A - 3 .
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r e c e iv e d  d e a th  s e n te n c e s  on June 18th and a n o th e r  e igh t got th e  
same s e n te n c e  on th e  2 0 th ,  b r in g in g  th e  t o t a l  d ea th  sen tences  thus  
f a r  handed down by th e  t r ib u n a ls  to  29**^. T o r tu re  and death  
squads ha ve  been commonplace. P ub lished  re p o r ts  claim t h a t  a son 
and a nephew o f  th e  Crown P r in c e  were in v o lve d  in death  squad 
a c t i v i t y .
O th e r  r e p o r t e r s  h a v e  in te r v ie w e d  US o f f i c i a l s  who have said  
th e y  knew t o r t u r e  was p r e v a le n t  in Kuwait, but had no "hard  
ev idence ."  J o u r n a l is t  R obert F isk , who came across a gang of  
K uw aitis  b e a t in g  a P a le s t in ia n  youth , was to ld  by a US Specia l  
F o rce s  s o ld ie r  who was o b s e rv in g  th e  b e a t in g , "You have a big  
mouth. This  is  m a r t ia l  law, hoy' Fuck o f f "  Un a n o th e r  occasion a US 
GI was seen in a b u ild in g  w here  t o r t u r e  was ta k in g  place***.
K u w a it i  opposition  groups have demanded e le c t io n s , but th e  
em ir has postponed them u n t i l  a t  l e a s t  1992. A minor r e s h u f f l in g  o f  
th e  c a b in e t  took p la c e . But w hile  f o u r  a l-S a b a h  fam ily  members 
w ere ou sted , two more were u s h e re d  in . And no opposition le a d e rs  
w ere  appo in ted .
The s la u g h te r  o f  P a le s t in ia n s  is  not c o n f in e d  to Kuwait C ity .  
D uring  th e  w ar th e  I s r a e l i s  made a major push in to  P a le s t in ia n -  
c o n t r o l le d  South Lebanon and c racked  down on P a le s t in ia n  ra d ic a ls  
in th e  West Bank and Gaza. In  e a r ly  June, one day a f t e r  S y r ia  
signed  a t r e a t y  o f  c o o p e ra t io n  w ith  Lebanon, the  Is r a e l i  A ir  Force
•• ’ N a t io n a l  P u b lic  Radio. June 2 0 , 1991. Morning E d it ion .
***Dunn, M ichae l. "The L ib e r a t io n  o f  Kuwait", The In d u s t r i a l  Worker. June  
1991. p.5.
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c a r p e t  bombed P a l e s t i n i a n  p o s i t i o n s  m  S o u t h e r n  L e b a n o n ,  i n c l u d i n g  
t h e  h e a d q u a r t e r s  o f  t h e  P o p u l a r  F r o n t  f o r  t h e  L i b e r a t i o n  o f  
P a l e s t i n e ' * * .  S i n c e  t h e n  t h e  L e b a n e s e  g o v e r n m e n t  h as  a s k e d  t h e  
4 0 0 , 0 0 0  P a l e s t i n i a n s  l i v i n g  n e a r  B iddon t o  l e a v e .  And L e b a n e s e  
t r o o p s  w i l l  be  s e n t  i n t o  t h e  a r e a .
B u t  in  t h e i r  q u e s t  t o  d e s t r o y  t h e  P a l e s t i n i a n s  a n d  t h e  A r a b  
n a t i o n a l i s m  w h ic h  t h e  PLQ e m b o d ie s ,  RICA h a s  d e t e r r e d ,  n o t  
e n h a n c e d ,  t h e  l o n g - t e r m  s t a b i l i t y  o f  t h e  G u l f  r e g i o n .  Whi le  RICA 
may h a v e  a s s u r e d  i t s e l f  c o n t i n u e d  a c c e s s  t o  c h e a p  P e r s i a n  G u l f  o i l  
in  t h e  s h o r t  r u n ,  t h e  US bombing o f  B a g h d a d  must be s e e n  as a 
d e s p e r a t e  a t t e m p t  by RICA t o  m a i n t a i n  c o n t r o l  o v e r  t h e  s t r a t e g i c  
r e s o u r c e  o f  o i l ,  w h ic h  be com e s  i n c r e a s i n g l y  n e c e s s a r y  in  p r o p p in g  
up a f l a i l i n g  g l o b a l  c a p i t a l i s t  economy.  T h e  GCC, t h o u g h  i t  h a d  
s e r v e d  as a f a i t h f u l  r e g i o n a l  r e s o u r c e  s e c u r i t y  s y s te m  f o r  RICA,  
was u n a b l e  t o  r e p e l  S a d d a m ’ s Army f ro m  K u w a i t .  And d e s p i t e  
p r o c l a m a t i o n s  by P r e s i d e n t  B ush  o f  an  " a l l i e d  c o a l i t i o n , "  t h e r e  c an  
be l i t t l e  d o u b t  t h a t  i t  was US s o l d i e r s  who w e r e  once a g a i n  r e q u i r e d  
to  come to  t h e  r e s c u e  o f  RICA.
CONCLUSION
In  s u m m a t io n  t h e  w a r  r e v e a l e d  t h e  d i s t e n s i b i l i t y  o f  t h e  GCC t o  
RICA, a s  w e l l  as  a d e s i r e  by t h e  N o r t h e r n  e l i t e  o f  RICA to  r e t a i n  
l e v e r a g e  o v e r  t h e  GCC e l i t e ,  who d e s p i t e  t h e i r  m em bersh ip  in  a nd  
u s e f u l n e s s  t o  RICA w i l l  s t i l l  n o t  be  a l l o w e d  t o  ga in  s i g n i f i c a n t
" K u r d s '  A c c o r d  S e t s  T i m e t a b l e  f o r  Au tonom y,"  M i s s o u l i a n . (AP). J u n e  2 4 ,  
1991.  p . A - 3 .
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p o l i t i c a l  p o w e r  v i s - a - v i s  t h e i r  N o r t h e r n  c o u n t e r p a r t s .  T h e  
f o r m a t i o n  o f  t h e  G u l f  C o o p e r a t i o n  C o u n c i l  h a d  c l e a r l y  r e p r e s e n t e d  
a c r i s i s  c a u s e d  by an i n s e c u r i t y  i n h e r e n t  in  t h e  n e o —c o l o n i a l  
e x t r a c t i o n  o f  T h i r d  W or ld  r e s o u r c e s  by t h e  r e g im e  o f  i n t e r n a t i o n a l  
c a p i t a l  a c c u m u l a t i o n .  T h e  b low  w h ich  t h e  I r a n i a n  R e v o l u t i o n  d e a l t  
t o  RICA c a n n o t  be  o v e r s t a t e d .  I t  was  t h i s  " w a k e - u p  c a l l " ,  which  
j a r r e d  RICA i n t o  a c t i o n  by  f o r m i n g  a more c o m p r e h e n s i v e  and  
m a n a g e a b l e  s e c u r i t y  s y s t e m  i n  t h e  G u l f  t h r o u g h  t h e  GCC. By 
u n d e r s t a n d i n g  t h e  e s t a b l i s h m e n t  o f  t h e  GCC r e g i o n a l  r e s o u r c e  
s e c u r i t y  s y s t e m  a s  a f o r c e d  r e s p o n s e  t o  t h e  c r i s i s  o f  an  i n f i d e l  
r e s o u r c e  s e c u r i t y  s t a t e  ( I r a n ) ,  one c a n  s e e  t h a t  RICA’ s 
a c c u m u l a t i o n  s t r a t e g y  f o r  i m p e r i a l i s t  c a p i t a l i s t  e x p l o i t a t i o n  o f  
r e s o u r c e s  is  n o t  w i t h o u t  f l a w s .  But  one c a n  a l s o  s e e  t h e  e x t r e m e  
f l e x i b i l i t y  w h ic h  RICA h a s  b e e n  a b l e  t o  m a i n t a i n  in  d e a l i n g  w i th  
p o t e n t i a l  c l i e n t s ,  e x c h a n g i n g  one f o r  a n o t h e r  as  t h e  r e g i o n a l  
p o l i t i c a l  c l i m a t e  a n d  g l o b a l  c a p i t a l  c l i m a t e  deems n e c e s s a r y .  When 
t h e  s i t u a t i o n  w a r r a n t s  d r a s t i c  m e a s u r e s ,  i t  i s  t h e  U n i t e d  S t a t e s  
m i l i t a r y  w h ic h  s e r v e s  a s  m e r c e n a r y - f  o r - h i r e  t o  p r o t e c t  RICA 
i n t e r e s t s .  In  t h i s  c a p a c i t y  t h e  US h a s  c l e a r l y  become a m i l i t a r y -  
i n d u s t r i a l  s t a t e ,  m a x im iz in g  i t s  c o r p o r a t e  p r o f i t  d u r i n g  t im e s  o f  
w a r .  As a  r e s u l t  t h e  US r e m a i n s  t h e  most p o w e r f u l  n a t i o n  in  t h e  
w o r l d .  T h i s  f l e x i b i l i t y ,  e v i d e n t  i n  t h e  f i n a n c i a l  d e v a s t a t i o n  o f  t h e  
GCC d u r i n g  t h e  G u l f  War ,  makes RICA a f o r m i d a b l e  o p p o n e n t  f o r  l o c a l  
n a t i o n a l i s t  m o v e m e n ts  who a s p i r e  t o  g a in  c o n t r o l  t h e i r
r e s o u r c e s  a n d  t h u s  p o l i t i c a l  a u to n o m y  f r o m  RICA. W i t h o u t  a  
g l o b a l l y - i n t e r c o n n e c t e d  l i b e r a t i o n  movement t o  match RICA’ s
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g l o b a l l y - i n t e r c o n n e c t e d  a c c u m u l a t i o n  a p p a r a t u s ,  t h e  l i k e l i h o o d  o f  
l o n g - t e r m  a u t o n o m o u s  z o n e s  r e m a i n s  b l e a k ,  b u t  n o t  im p o s s i b l e .  
W h i le  E a s t e r n  E u r o p e ,  t h e  S o v i e t  U n io n ,  V ie t n a m  a n d  N i c a r a g u a  h a v e  
r e - o p e n e d  t h e i r  d o o r s  t o  t h e  c a p i t a l i s t s ;  a h o s t  o f  A f r i c a n  
c o u n t r i e s  i n c l u d i n g  C h a d ,  N a m ib ia ,  S u d a n ,  S o m a l ia ,  L i b e r i a  a n d  
M a u r i t a n i a  a r e  s lam m ing  t h e i r  d o o r s  s h u t  t o  RICA e x p l o i t a t i o n  o f  
r e s o u r c e s .  A f r i c a n  n a t i o n s  w e r e  p a r t i c u l a r l y  i n c e n s e d  by t h e  G u l f  
w a r ,  w h ic h  t h e y  saw a s  r a c i s t  a n d  i m p e r i a l i s t .  As a r e s u l t  P a n -  
A f  r i c a n  U n i t y  a p p e a r s  t o  be  on t h e  r i s e  once  a g a i n .  I n d i a ,  to o ,  h a s  
r e s p o n d e d  t o  t h e  G u l f  W a r  w i t h  o u t s p o k e n  d i s d a i n  f o r  RICA. The  t-MLN 
g u e r r i l l a s  r e m a i n  p o i s e d  to  t a k e  t h e  c a p i t a l  o f  San  S a l v a d o r  a n y  
d a y  in  t h e  r e s o u r c e  s e c u r i t y  s t a t e  o f  E l  S a l v a d o r .  In  t h e  
P h i l i p p i n e s ,  a n o t h e r  l o n g - t i m e  r e s o u r c e  s e c u r i t y  s t a t e ,  t h e  New 
P e o p l e ’ s Army (NPA) c o n t i n u e s  t o  e x p a n d  i t s  r a n k s .  R io ts  c o n t i n u e  
t o  s h a k e  b o t h  S o u t h  K o r e a  a n d  S o u t h  A f r i c a ,  two v e r y  s i g n i f i c a n t  
r e s o u r c e  s e c u r i t y  s t a t e s  f o r  RICA. P o c k e t s  o1 n a t i o n a l i s t  
r e s i s t a n c e  m o v em e n ts  o c c u r  in  a l l  c o r n e r s  o f  t h e  g lo b e .
A m id s t  t h e  p r o c l a m a t i o n s  o f  a New World  O r d e r ,  t h e r e  a r e  c o n t i n u e d  
c r i e s  f o r  j u s t i c e .  And d e s p i t e  t h e  c u n n i n g  a n d  complex  w ay s  o f  
RICA, t h e s e  c r i e s  w i l l  c o n t i n u e  u n t i l  c a p i t a l i s t  i m p e r i a l i s m  a s s u m e s  
i t s  p r o p e r  p l a c e  in  t h e  a n n a l s  o f  b a d  h i s t o r y .
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Appendix %
Th# N a t io n a l  P e tro leu m  New# p re d ic te d  in  i t #  May, 1991 i##u e  
t h a t  US dependence on im ported  o il  would in c r e a e e  a n o th e r  32% by 
2010. The U n ite d  S t a t e # ,  which con#ume# 26% o f  th e  world*# o il and  
h a#  on ly  5% o f  th e  world*# p o p u la t io n , a lr e a d y  im ported 2 .5  t r i l l i o n  
b a r r e l#  o f  o i l  in  1989, making th e  US 45% im po rt-dep en dent  
a lre a d y /" * . The re a s o n  f o r  th e  US dependency on imported o il i#  
sim ple. From 1 9 5 6 -1 9 7 4  p r o f i t a b i l i t y  o f  fo re ig n  o il doubled, while  
p r o f i t a b i l i t y  o f  do m estic  c ru d e  s ta y e d  th e  same*”*.
The m ajor# h a v e  th e  most to  gain from p e rp e tu a t in g  US 
dependence on GCC o i l  s in ce  th e y  a r e  v e r t i c a l ly  in te g r a te d  and w e l l -  
co n n e c te d  in t e r n a t io n a l l y .  When and i f  p roduction  doe# switch back  
to  th e  US, th e  m ajor# w i l l  be re a d y .  The n ine la r g e s t  o il companies 
s t i l l  c o n t ro l  80% o f  dom estic  re s e rv e s *" * .
F o r  y e a r s  Exxon had t r i e d  to  d e la y  th e  A laska P ip e l in e ,  
b ec a u s e  th e y  could g e t c h e a p e r  o i l  from Saudi A ra b ia . ARCO, on th e  
o t h e r  hand, w anted  to  push th e  p ip e l in e  th roug h  qu ick ly . Th is  was 
p r im a r i ly  b e c au se  o f  i t s  s ta ke  in  th e  Prudhoe Bay r e s e r v e s  and th e
••"W itt, M a t t .  "Mexican Labo r: The Old, th e  New and th e  Dem ocratic", 
M u l t in a t io n a l  M on ito r . Decem ber 1990. p .32.
« •T o k a r ,  B r ia n .  "Energy B lues and Oil", Z Magazine. J a n u a ry  1991. p .22 .
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A U .h a n  p i p . U n . .  But i t  w . t  , l . o  b . c . u » .  « .  i n d . p . n d . n t  c o .p .n y  
ARCO d o »  n o t  havo  th o  t a a o  a c c o »  to  M i d . a t t  c rudo  a .  v . r t i c a l l y -  
in t e g r a t e d  Exxon doe»***.
Appendix n
Royal D u tc h /S h e l l  has  in te r lo c k in g  d i r e c t o r a t e s  w ith  Chase  
M a n h a tta n  Bank, US S te e l ,  C a t e r p i l l a r ,  Morgan G u a ra n ty  T r u s t ,  Upjohn 
Co. and Times N ew spapers  among o th e rs .
Exxon, which as o f  1969 ra n  70  r e f i n e r i e s  in  37 c o u n tr ie s ,  
en jo ys  in te r lo c k s  w ith  Chase M a n h a ttan , Chemical Bank, Morgan 
G u a ra n ty ,  NW B e l l ,  P r u d e n t ia l ,  H a rv a rd  and th e  Royal Bank o f  
C anada^*.
1990 10K F i l in g s  by th e  majors a re  r e v e a l in g .  F iv e  descendants  
o f  th e  S ta n d a rd  T r u s t -  Exxon, Mobil, Amoco, Chevron & A t la n t ic  
R ic h f ie ld -  a r e  p red o m in a n tly  c o n tro l le d  by th e  same th r e e  banks; 
Wells F a rg o  Bank NA (4 .2X  o f  Amoco, 4.2% o f  ARCO, 5.3% o f  Exwon, 2.4% 
o f  C hevron  & 2.9% o f  Mobil); B a n k e r ’ s T r u s t  New York (3.5% Amoco, 2.7% 
ARCO, 4.2% Exxon, 2.5% Mobil); and Mellon Bank C o rp o ra tio n  (2.5% Amoco, 
2.5% ARCO, 3.7% Exxon, 3.4% Mobil).
The R o c k e fe l le r  fa m ily  s t i l l  holds 2% o f  Exxon, 2% o f  Chevron  
and 1.75% o f  Mobil. And in  1973 th e  Mellon fa m ily  s t i l l  c o n tro l le d  16%
•“ D oran , C h a r le s .  M vth . O il and P o l i t ic s ;  In tro d u c t io n  to  th e  P o l i t ic a l  
Economy o f  P e tro le u m . The F r e e  P r e s s .  New York. 1977. p . l l3 .
■“ Ridgeway, James. The L a s t  P la v t  The S tru g g le  to  Monopolize  th e  World’ s 
E n e rg y  R e s o u rc e s . E.P. D u tto n  & Co. New York. 1973. p .279 .
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G u lf  (now Chovron)***.
C a r l  Ic a h n  now own* 17.6% o f  Texaco, while  B e ll  R e .o u rc e s ,  an
A u s t r a l ia n  con g lo m era te  c o n tro ls  a n o th e r  2 2 % . B r i t is h  Petro leum  is
51% c o n t r o l le d  by banks. J.P. Morgan owns 7.09%. The K uw aiti
governm ent, which a t  one tim e h e ld  as much as 22% o f  BP, now owns
9.85%. At BP th e  top  .1% o f  s to ckho ld ers  c o n tro l  76.6% o f  th e  
com pany"*.
Royal D u tc h /S h e l l  does n o t f i l e  a 10K to  th e  SEC since i t  is  60% 
owned by Royal Dutch P e tro leum  (Neth.) and 40% owned by S h e ll  
T ra d in g  & T r a n s p o r ta t io n  (U.K.). The company has few  d i re c to r s  and  
only 14 ,000 s to c k h o ld e rs .  S h e l l  r e fu s e d  to  p rov id e  a l i s t  o f  t h e i r  
top 3 0  s to c k h o ld e rs  to  th e  l a t e  Sen, Lee M e tc a l f ,  who undertook a 
m ajor in v e s t ig a t io n  in to  m onopolis tic  p ra c t ic e s  by m u lt in a t io n a l  
c o rp o ra t io n s  in  1972*®^.
The company has  t r a d i t io n a l l y  been c o n tro l le d  by c a p ita l  from  
th e  R o th sch ild , Oppenheim er and Samuel fa m il ie s  and has a c lose  
working r e la t io n s h ip  w ith  th e  w orld** la r g e s t  mining company— Rio 
T in to  Z inc  (U.K.) C u r r e n t ly  Queen B e a tr ix  o f  th e  N e th e r la n d s  and 
Queen E l iz a b e th  (U.K.) hold m a jo r ity  stocks***. R D /Shell is  th e  
m ostly  t ig h t ly  h e ld  o f  th e  o i l  g ia n ts .
D e re g u la t io n  and an in c r e a s e  in  o f f - s h o r e  banking make i t
•"Sam pson, A n thon y . The Seven S is te r s :  The G re a t  Oil Companies and th e  
World They  Made. Vik in g  P r e s s .  New York. 1975. p .l3 9 .
• " B r i t i s h  P e tro leu m  A nnual R ep ort to  S h a re h o ld e rs .  19 9 0 . p .32.
**^Mintz, M orton & J e r r y  S. Cohen. Power Inc . Viking P re s s . New York. 1976. 
p .l2 6 .
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d i f f i c u l t  to  t r a c e  u l t im a te  ow nership  o f  m u lt in a t io n a ls .  In  
seek ing  names o f  s to c k h o ld e rs  in  th e  2 5  la r g e s t  bank holding  
companies (which w e re  s e t  up in  th e  la t e  6 0 ’ s to  allow banks to  
v e n tu r e  in to  economic f o r a y s  o u ts id e  o f  f in a n c e ) ,  th is  w r i t e r  f i l e d  
t h r e e  FOIA’ s w ith  d i f f e r e n t  bank r e g u la to r y  a g e n c ie s . Thus f a r  
t h e r e  has been no re s p o n s e .
T a b le  1 3 \ j a b l e  14
I loldincs of (he Rockefeller Family in F.quily Securllies of 
Four “Standard” Oil Companies, 1938 











E ixon 6.45% 2.24% 4.82% 6.69% * 20.20%
Mnbil 8.64 7.70 16.34
Standard O il I Ind .) 2.44 4..19 4.5.1 11.36
SoCal 7.37 4 49 .46 12.32
• ThfouKh SiamUafd O il Co. ( In t l .) .
Sourer: 76ih Cong.. 3rd Ses»., Temporary National Economic Commitiee, Mono­
graph 29. T lir  D is irtbu tion  o f On-nership i/i th r  200 Largest Nonfinanciat Corpora^ 
ffd/ff. 194(1 p (27,
Indirect InteHockiog D trcctontcs Amoog M ajor OO Compaaics 
Througii Commercial Ranke, 1972
COMMERCIAL BANKMAJOR OIL COMPANY 














Source: Complied from  Stanley H . Rutienbeia: and Assocuies. The American O il 
Inaustry^A  Failure of A ntitrust Foiicy» Wm*luNpoa. D .C . 1974, pp. Î3 , 1 4 7 -^ .
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Appendix v
Royal D u tc h /S h e lly  f o r  example, has long term  c o n tra c ts  with  
th e  In d o n e s ia n  governm ent th ro u g h  i t s  B i l l i to n  s u b s id ia ry  f o r  t in .  
The company is  a ls o  a c t iv e  in  t in  mining in  B ra z i l .  A t la n t ic  R ic h f ie ld  
(ARCO) is  one o f  th e  top six p ro d u c ers  o f  b a u x ite ,  w ith  op era tion s  
p r im a r i ly  in  th e  Caribbean*®*.
A» o f  1979 C hevro n  c o n tr o l le d  20 .6X  o f  th e  huge AMAX mining 
group, which has  e x te n s iv e  holdings in South A f r i c a  and A u s t ra l ia ,  
and is  a ls o  a le a d in g  p ro d u c e r  o f  tu n g s te n  in th e  US***.
Mobil, fo l lo w in g  i t s  p u rc h a s e  o f  S u p e r io r  Oil Co., probably has  
th e  most e x te n s iv e  mining i n t e r e s t s  o f  th e  o il  companies. Through  
S u p e r io r  i t  c o n tro ls  F a lc o n b r id g e  Mining, one o f  Canada’ s la r g e s t  
p latinum  and n ic k e l p ro d u c e rs ,  as  w e ll as H ec la  Mining, one o f  th e  top  
te n  copp er p ro d u c e rs  in  th e  world  and a s ig n i f ic a n t  p la y e r  in th e  
s i l v e r  in d u s t r y .  Mobil is  a ls o  one o f  th e  top 5  producers  o f  
p h o sp h ates  in  th e  world . Phosphates  a r e  n e c e s s a ry  in  the  
p ro c e s s in g  o f  uran ium . S u b s ta n t ia l  d ep o s its  e x is t  in  Morocco and 
c e n t r a l  F lo r id a *** .  B r i t is h  P e tro leum  c o n tro ls  P u r in a  M il ls , one o f  
th e  g ia n ts  in  th e  food  in d u s t r y .  C o n v e rs e ly , C a r g i l l ,  th e  world ’ s 
l a r g e s t  g ra in  t r a d e r  was th e  # 2  im p o rte r  o f  d i s t i l l a t e  fu e ls  in
*®*Ridgeway, James. Who Owns th e  E a r th .  MacMillan P ub lish ing . New York. 
1980. p.125.
***Ridgeway, James. Who Owns th e  E a r th .  MacMillan Pub lish ing . New York. 
1980. p.71.
***Ridgeway, Jam es. Who Owns th e  E a r th .  MacMillan P ub lish ing . New York. 
1980. p .7 2.
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